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Nuclear proliferation 
Hard to criticise India 
for wanting a deterrent 
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WORLD NEWS 


Delors urges 
a human face 
for democracy 
in Europe 

Former president of the European 
: Commission Jacques Dolors 

challenged the secret horse-trading 
between governments that decides 
who gets the top job, urging candi- 
k dates to wage public campaigns 
for the presidency. "This is not a 
putsch or a coup against the 
national governments." he said. 
“The time has come to put a face 
on European democracy." 

Page 2; Observer, Page 13 

More criticism for Ciampi 
A member of the Italian govern- 
ment, public works minister Paolo 
Costa, has added his voice to the 
chorus 0 / unease over the way 
treasury minister Carlo Azeglio 
Ciampi has slashed spending on 
infrastructure as part of Italy's 
attempt to qualify for Emu. Page 3 

UK urges free but fair trade 

international efforts to improve 
protection of the environment and 
uphold core labour standards must 
not lead to trade barriers against 
exports from developing countries. 
UK pome minister Tony Biair told 
the WTO in Geneva. Page 8 

> CDU aims at Schrader 

German chancellor Helmut Kohl's 
party', the Christian Democratic 
1 Union, stepped up its attack on 
opposition Social Democratic party 
candidate Gerhard SchrOder and 
staked Its claim to reoccupy the 
middle ground of politics. Page 2 

Washington might move against HZ 

The US has threatened action 
against New Zealand for Its move 
lo remove restrictions on parallel 
imports, allowing importers to bring 
in brand name goods without a 
franchise. Page 8 

Turks wary on BJ talks 

Turkey refused to give visiting UK 
foreign secretary Robin Cook an 
outnght commitment to attend a 
meeting next week to repair 
Ankara's severely strained relations 
with the EU. Page 2 

Mexico shocked by arrests 
The arrests of Mexican bankers 
|f and indictment of three Mexican 
financial groups on money launder- 
ing charges in the US have sent 
shock waves through the Mexican 
establishment. Page 4 

Milosevic defies Montenegrans 
Yugoslavia's crisis deepened as 
President Slobodan Milosevic 
named an ally, Momir Butatovic, as 
prime minister despite warnings by 
Montenegro that it would refuse to 
recognise him. Page 3 

Ethiopia warns of war 
Ethiopia said its border row with 
Eritrea could develop into a 
lull- scale conflict and urged the 
international community to put 
pressure on Asmara. Page 7 

No more BJ duty-frees 

Duty-free shopping within the EU 
— will be scrapped m 1999. finance 
" ministers reaffirmed. Page 3 

French to work 35-hour week 

The French national assembly 
approved a reduction in the work- 
ing week to 35 hours. Page 2 



BUSINESS NEWS 


Russia lifts interest 
rates to 50% in bid 
to steady rouble 
and stock market 

Russia's central bank raised its 
interest rates to 50 per cent to 
shore up the rouble in the face of 
pressure on state treasury bonds 
and the currency. The benchmark 
RTS share index, which fell 11.6 
per cent on Monday, rose 4 per 
cent and the rouble steadied at 
Rbs6.15 to the dollar. Page 14; 
Editorial Comment; Page 13 

Ahold, the Dutch supermarkets 
group, has bid £2.7bn-pius for 
Giant Food, a Maryland-based US 
food chain that UK retailer J Sains- 
bury had sought to control. Ahold 
described Giant as "highly compat- 
ible with our other US companies". 
Page 15; Lex, Page 14 

Poftang iron and Steel of South 
Korea has proposed an equity 
swap with Nippon Steel of Japan 
that could lead to a strategic alli- 
ance between the world's two larg- 
est steelmakers. Page 14 

The European Commission has 
received from the French govern- 
ment a list of assets that troubled 
French bank CMdtt Lyonnais wffi 
have to sen to gain approval for an 
estimated FFr120brv FFr145 bn 
($20bn-S24bn) state rescue pack- 
age. Page 15 

Sony Pictures Is gambBng on a 
monster run to get a return on a 
5120m production and marketing 
budget tor its revival of GodzzRa 
tonight on a record 7,363 screens 
in 3.310 US cinemas. Page 4 

Matsushita Bectric, the Japanese 
electronics group, said it planned 
to increase the proportion of Euro- 
pean sales manufactured tocaBy 
from one-third In 1993 to two- 
thirds by 2000. Page 16 

The US Federal Reserve opted to 
leave short-term Interest rates 
unchanged in spite of recent rapid 
economic growth and increasingly 
tight labour markets. Page 4 

Drugs tor the central nervous 
system, mainly anti-depressants, 
outstripped all other prescription 
drugs in safes growth in the year to 
February 1998. Sales rose 13 per 
cent, driven by increases in the 
US, UK, Spain and Mexico. Page 8 

Vfeg, the Munich-based 
conglomerate, set its sights on a 
US stock market listing as it 
reported a 20 per cent rise in first- 
quarter pre-tax earnings to 
DM806m {5443m) and said it 
would expand power generation 
and telecommunications activities 
in east Europe. 

Tengbcfavrolf, the Chevron-led 
group overseeing the $20bn devel- 
opment of the Tengiz oilfield on the 
Caspian Sea in Kazakhstan, may 
ask shareholders for more cash as 
tow crude oil prices undermine 
expansion financing. Page 7 

Euro Prices 


naw euro currency zone, covering ftnign 
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Reform offer 
fails to quell 
mass protest 
in Indonesia 


By John Ridding and 
Sander Hwenes in Jakarta 

Indonesia last night faced mass 
protests that could prove decisive 
for its future stability after Presi- 
dent Suharto’s opponents 
rejected his plans to see through 
political reforms before stepping 
down. 

The scale of today's demonstra- 
tion and the response from the 
armed forces are viewed as a cru- 
cial in determining the prospects 
for stability in Indonesia. "Every- 
one is on edge, watching and 
waiting," said one diplomat. 

Mr Suharto, whose 32-year hold 
on power has been shaken by 
mounting opposition, said he 
would hold parliamentary elec- 
tions “as soon as possible" fol- 
lowing a change in electoral 
laws. He said he would not stand 
in subsequent presidential elec- 
tions. His term Is doe to end in 
2003. 

Despite the concessions, more 
than 10,000 students descended 
on parliament. They said Mr 
Suharto was trying to buy time 
through a long transition process 
and demanded his immediate res- 


ignation. Amien Rais, a Moslem 
opposition leader, said he would 
go ahead with today's scheduled 
mass protests. 

Mr Suharto, in his first public 
statement since riots and looting 
left more than 500 dead in Jak- 
arta last week, said in a televi- 
sion address: “I will not be pre- 
pared to be elected any more. I 
have taken the decision as presi- 
dent to implement and lead the 
national reform immediately." 
Juwono Sudarsono, environment 
minister, said new election laws 
could be in place within two 
months. 

Mr Suharto said he would fol- 
low the 1945 constitution, which 
requires a new leader to be 
elected by the People's Consulta- 
tive Assembly, the top legislative 
institution. “If we do not uphold 
the constitution, the country’ will 
not last tong." he said, adding 
that "bloodshed and even civil 
war" could result 

The Indonesian leader, who 
had earlier met leaders of the 
armed forces, appeared calm and 
confident. But the situation in 
Jakarta was tense, with troops 
and armoured cars taking up 



'Buying rime’: President Suharto yesterday 
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strategic positions in the city. 
The US said Mr Suharto's recog- 
nition of the need for political 
reform in Indonesia was "long 
overdue". 

Many foreign citizens have 
already been evacuated from 
Indonesia, dealing a further blow 
to the country's crippled econ- 
omy. which some foreign bankers 


believe could contract by more 
than 10 per cent this year. 

Regional markets jumped fol- 
lowing Mr Suharto's speech. The 
rupiah climbed from a morning 
low of 16,000 to the US dollar to 
11.800, while the stockmarket 
gained 6 per cent in thin trading. 

Uncertainty reigns, Page 6 
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By Pascal Fletcher In Havana 

President Fidel Castro of Cuba 
yesterday angrily condemned as 
confusing, contradictory and 
threatening” an agreement 
between the US and European 
Union aimed at ending their dis- 
pute over the US Helms-Burton 
law against Cuba. 

The Cuban leader, addressing 
the World Trade Organisation in 
Geneva, said that any’ agreement 
made “at the expense of 
Cuba . . . would be an unthink- 
able dishonour far Europe". He 
also accused the US of commit- 
ting "economic genocide" with 
the boycott, which be said had 
cost the island $60bn. 

There was considerable confu- 
sion and uncertainty among 
European diplomats and busi- 


nessmen in Havana about just 
what the deal would mean in 
practice for European investors 
on the communist-ruled Carib- 
bean island. 

European businessmen operat- 
ing in Cuba generally welcomed 
the prospect of a US waiver on 
the Title IV sanctions provisions 
in the Helms-Burton law. which 
threaten to bar from the US the 
executives of foreign companies 
investing in expropriated, for- 
merly US-owned properties on 
the island. 

The text of the EU-US under- 
standing also stated that the US 
administration was prepared to 
consult Congress on the possibil- 
ity of obtaining a waiver provi- 
sion with no specific tune limit 
for Title IQ of the law. That is the 
clause that allows US claimants 


to file legal suits against foreign 
investors judged to be “traffick- 
ing” in expropriated properties. 

But European businessmen 
had same reservations about ihe 
so-called “disciplines" agreed in 
the deal to discourage future 
investments' in expropriated 
property in Cuba and about the 
circumstances under which such 
disciplines might be triggered. 

They also wondered about 
plans in the accord to set up an 
international registry of claims 
on allegedly expropriated proper- 
ties. Some said this seemed to 
give a new lease of life to the 
Helms-Burton law, which has 
been fiercely opposed by Euro- 
pean governments. 

European investors took some 
comfort from the fact that, under 
the accord, existing investments 


in Cuba would not be subject to 
the new disciplines. 

A fact sheet issued by the US 
Interests Section in Havana 
bailed the accord as providing 
"an effective, multifaceted, multi- 
lateral regime for supporting 
American claimants" in Cuba 
and elsewhere. 

No European companies have 
been sanctioned under the 
Helms-Burton law but several, 
including the Spanish Sol Melte 
hotel chain. Pernod Ricard, the 
French drinks company, and Pre- 
mier Oil of Britain, have seen 
their acti\’lties in Cuba come 
under scrutiny from US officials. 

Potential investors in Cuba 
routinely check all projects for 
possible Helms-Burton claims. 

France wary of deal, Page 8 


R JB calls 
for halt to 
German 
coal merger 

By Andrew Taylor, 

UtiHtfes Correspondent 

RJB Mining. Britain's biggest 
coal producer, as part of an 
investigation it is demanding 
into state subsidies, bas asked 
the European Commission to halt 
German merger plans to create a 
powerful coal group. 

The proposed merger, between 
Ruhrkohle Bergbau. Saarberg- 
werke and Preussag Anthrazit. 
would create a single German 
coal mining company. Deutsche 
Steinkohle. 

RAG. the mining and energy 
group which owns Ruhrkohle, is 
paying just DMI for Saarberg- 
werke, owned jointly by the fed- 
eral government and the region 
of Saarland. 

RJB is concerned that the nom- 
inal price should not reflect hid- 
den subsidies to tbe merged busi- 
ness. 

On a broader level, it wants 
Brussels to investigate state sub- 
sidies to the German coal indus- 
try. expected to total DM9.25bn 
($5.06bn) this year. 

The move comes as the UK 
government has been conducting 
a review of its domestic power 
station fuel policies after warn- 
ings of possible job losses in the 
minin g industry. 

Reports that UK authorities 
were considering a complaint to 
Brussels over German coal subsi- 
dies - to promote a wider market 
for UK coal - prompted an angry 
response from Gunter Rexrodt. 
German economics minister, this 
year. 

Mr Rexrodt said: “The British 
government is apparently reluc- 
tant to award new subsidies Ito 
help its own industry]. But it can- 
not expect German taxpayers to 
save British jobs at the expense 
of German ones. Tbe real reason 
for the British coal industry's 
problems is that tbe privatised 
coal sector cannot even compete 
in its own market against gas 
and imported coaL" 

John Battle, UK energy minis- 
ter. said yesterday the UK had 
the cheapest coal production in 
Europe but was being kept out of 
German and Spanish markets by 
unfair state subsidies. 

However, Mr Battle ruled out 
erecting trade barriers against 
coal imports from other big coal- 
producing countries such as the 
US and Australia. He said that 
Britain wanted to be fair, not pro- 
tectionist. 


Israel warns EU 
over trade boycott 


By Judy Dempsey In Jerusalem 

Benjamin Netanyahu, the Israeli 
prime minister, yesterday 
warned the European Union it 
had little chance at playing a role 
in the Middle East peace negotia- 
tions if Brussels imposed a boy- 
cott of goods from Jewish settle- 
ments in the occupied territories 
exported under an Israeli label. 

Speaking at a business confer- 
ence. Mr Netanyahu said the EU 
would be considered “a onesided 
player" if the boycott went 
ahead. 

In fact, be has always been 
reluctant Id involve tbe EU in 
any mediating role, except to pro- 
vide aid to the Palestinian 
Authority. 

His statement prompted a rapid 
and strongly worded response 
from the Commission, which said 
Mr Netanyahu was turning a 
trade dispute into a political 
issue rather than addressing the 
existence of alleged fraud. 

A Commission statement said 
Israel was trying to “politicise a 
question that relates only to legal 
issues". The issue, it added, was 
about correcting an “alleged case 
of massive fraud" of the regula- 
tions on rules of origin governing 
free trade between the EU and 
Israel. 

Last week, the Commission 
formally warned Israel it would 
.act. to stop imports from the occu- 
pied territories which benefit 
from trade privileges granted to 
Israel. 


It said the Israeli settlements 
in the West Bank and Gaza, in 
east Jerusalem and the Golan 
Heights were “not part of the 
state of Israel", adding that goods 
exported to the EU should not 
benefit from preferential treat- 
ment under the EU’s trade agree- 
ment with Israel. 

The Commission said that it 
had not referred to sanctions or a 
boycott in discussions with 
Israel. 

Mr Netanyahu said that, if 
Israeli businesses were damaged 
by any EU action, they would not 
be obliged to continue employing 
Palestinian labour. 

“This is what Netanyahu really 
thinks of the Palestinians," said 
an EU diplomat 

"He is using them as pawns 
instead of openly admitting the 
possibility of fraud. He is trying 
to show the Commission's com- 
plaints are linked to the stalled 
peace process rather than admit 
Israel is breaking trade rules.’’ 

The Commission statement 
said: “Any politically motivated 
reading on tbe part of the Israeli 
authorities is their own responsi- 
bility." 

Yaakov Neeman. Israel's 
finance minister, will today meet 
tbe lb EU ambassadors to discuss 
the deteriorating relations. A 
third of Israel's exports go to the 
EU, while the EU supplies over SI 
per cent of the goods Israel buys 
from abroad. 


Observer, Page 13 
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France cuts working week to 35 hours 


By Robert Graham in Paris 

The French national 
assembly yesterday took an 
historic step In labour legis- 
lation by approving a reduc- 
tion in the working week 
from 39 to 35 hours from 
2000. 

The law. a centrepiece of 
the Socialist-led govern- 
ment's election manifesto 
last year, offers a sliding 
scale of incentives to 
employers, provided that 
they cut working hours and 
create extra jobs. 

It is being introduced 
against the strong opposition 
of the employers' federation. 


the CNPF. whose members 
object to being forced to cut 
the working week and doubt 
that it will create more 
Jobs. 

The right wing opposition 
parties failed to halt the leg- 
islation in parliament 
despite almost 90 hours' 
debate and four readings in 
the two-chamber parliament. 
However, they are expected 
to mount a final challenge, 
taking the law to France's 
constitutional court. 

The challenge Is likely to 
be little more than symbolic, 
since the legislation builds 
on a 1996 law introduced by 
the current opposition. 


The so-called Robien law 
offered social security subsi- 
dies of up to 40 per cent, if 

the working week was cut to 
35 hours - either to create 
new jobs or to protect com- 
panies in difficulties. 

The Robien law has been 
applied in 2^00 cases, affect- 
ing 235,000 jobs, but is recog- 
nised to have been exces- 
sively costly. 

Hie new law provides the 
broad framework for the 
Introduction of tbe 35-hour 
week, but a second piece of 
legislation will be necessary 
in tbe second half of 1999 to 
flesh out tbe details. 

The second law will tackle 


pgaentlal elements, such as 

how overtime will be paid. 

the working hours of sala- 
ried staff tbe number of 
hours worked during the 
year. 

As a result, the CNPF's 
vocal public protests are 
more muted in private. 
Employers recognise the law 
could offer a chance to 
increase productivity and 
introduce more flexible wort: 
c on trac ts with lower wages. 

The ambiguities in yester- 
day's law are of concern to 
trade unions, which fear 
wages may be undermined. 
Unions are also wary of 
labour ministry-inspired 


studies that predict some 
23X000 johs could be created 
over five years by cutting 
tbe working week by 10 per 
cent 

The main provisions oblige 
all companies employing 
more than 20 people to Intro- 
duce the shorter working 
week from January 2000. and 
all the rest from 2002. 

Those companies which 
opt to reduce working hours 
earlier by 10 per cent and 
increase their labour force 
by 6 per cent will receive a 
FFr9,000 ($1,500) social secu- 
rity subsidy per employee in 
tbe first year. Thereafter it 
will decline each year to 


FFr6.000 after five years. 
Ibis wOl then be replaced by 
FFr5,000 a year per employee 
In “structural support”. 

In labour-intensive Indus- 
tries such as textiles, with 
large nuxnbeis of unskilled 
workers, there will be .an 
additional FFr4,000 annual 
subsidy - a measure 
excluded from last October’s 
original proposals. 

Additional subsidies will 
also be open to companies 
taking on a larger number of 
new employees. Also subse- 
quently added was a clause 
listing 45 public sector 
employers excluded from the 
scheme. 


Delors urges democratic ‘face’ 


By Lionel Barber In Brussels 

Jacques Delors yesterday 
challenged the secret horse- 
trading between national 
governments that decides 
the post of president of the 
European Commission, 
urging candidates Instead to 
wage public campaigns for 
the top job. 

“This is not a putsch or a 
coup against the national 
governments," insisted the 
man known as “Mr Europe", 
who held the European pres- 
idency between 1985 and 
1995. He added: “The time 
has come to put a face on 
European democracy." 

His idea - which does not 
require a change in EU trea- 
ties - is that each of the 
European political groups 
such as the Socialists and 
the centre-right People’s 
Party should choose a candi- 
date for head of the Commis- 
sion. the executive arm of 
the EU. 

Candidates and groups 
would campaign on different 
platforms in the European 
Parliament elections in June 
1999. This Is the date when 
EU leaders plan to designate 
a Commission president to 
take office in January 2000. 

The Delors initiative aims 
to stimulate interest in the 
parliamentary elections, 
which have suffered from 
low turn-out and voter apa- 
thy. He suggested it was 



Defers; Political groups should pick their candidates tor Commission presidency 


time to introduce "personal- 
ity politics" and he added 
that be also wanted to pre- 
vent a repeat of the “pain- 
ful” events of 1994. Britain 
vetoed Jean-Luc Dehaene, 
the Belgian prime minister 
and Franco-German favour- 
ite for the Commission post 
and Germany blocked Ruud 
Lubbers, the outgoing Dutch 
prime minister. Jacques San- 
ter of Luxembourg emerged 
as a compromise after back- 
room horse-trading. 

Mr Delors' proposal enjoys 
the support of five former 
European prime ministers 
who have joined his political 
action committee known as 


Notre Europe Two - Giul- 
iano Amato of Italy and 
Felipe Gonz&lez of Spain - 
are tipped as potential candi- 
dates for the top Brussels 
post 

Mr Amato was absent yes- 
terday, and Mr Gonzalez 
declined to be drawn on his 
intentions. But the former 
Spanish premier said he 
favoured candidates showing 
their hand even If this was 
unlikely to help their cause. 

Mr Gonzalez predicted that 
EU leaders who constantly 
attacked the Commission as 
remote and bureaucratic 
would find it hard to attack 
a plan which aimed to 



Emtraer has 
just posted four 
times greater 
productivity than 
(our years ago. An 64% growth in 
sales in 1997. A backlog of more 
than US$3 billion in orders. A 
recorded US$ 43.5 million profit 
In the last three quarters. 

And the latest addition to 
our regional jet family, a new 
3 L passenger jet designated die 

*1 mscJ rto win 


ERJ- 135 , 

rolls out a 
winner too, 
with 73 him 
orders and 122 options already 
logged. 

It is derived f rom the ERJ-14S, 
which already holds the lead a e 
the #1 regional jet in the world.* 
Add it aC up and you'll see: 
Hnthraer is moving ahead, on 
course and on schedule. 
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CDU leaders 
aim their fire 
at Schroder 


fteaftesstoto 


increase the democratic 
legitimacy of the president 

The first test for the 
Delors plan is whether the 
main European Parliament 
groups will accept The sec- 
ond will come at the EU 
summit in Cardiff next 
month. 

Mr Delors confirmed that 
he was ready to accept Presi- 
dent Chirac’s proposal to 
head a Wise Men's Group on 
the future of the EU linked 
to eastern enlargement But 
he cautioned that he 
required a clear mandate 
and. crucially, the support of 
the 14 other EU govern- 
ments. 


By Peter Herman hi Bremen 

The Christian Democratic 
Union of Chancellor Helmut 
Kohl yesterday stepped up 
its attack on Gerhard Schro- 
der, the opposition Social 
Democratic party candidat e 
in September's general elec- 
tion. and staked Hs claim to 
reoccupy the middle ground 
of German politics. 

In a withering attack on 
the SPD challenger, Wolf- 
gang SchSuble, leader of the 
CDU parliamentary party 
and Mr Kohl’s “crown 
prince", accused Mr Schra- 
der of pursuing a “dishon- 
, est" election campaign. 

I which focused on glitzy pre- 
sentation and avoided clear 
i commitments. 

Mr SchrOder, he said, had 
been for and against the 
euro, for and against the 
l electronic surveillance of 
homes of professional crimi- 
nals, for and against lower- 
ing Germany's top tax rate, 
for and against pension 
reform and for and against 
German unificati on 

Mr Schfloble’s speech also 
highlighted the SPD’s deci- 
sion last week In the eastern 
German state of Saxony- 
Anhalt to farm a minority 
government -with the tacit 
support of the east German 
Party of Democratic Social- 
ism. the former communists. 

The SPD policy, he 
warned, would drive eastern 
and western Germany apart 
It underlined the CDLTs role 
as the “people’s party of the 
centre”. Alluding to last 
month’s Saxony-Anhalt elec- 
tion in which the far-right 
German People’s Union 
(DVU) took nearly 13 per 


cent of the vote and the PDS 
19.6 per cent, Mr ScMuble 
gave a promise that the 
CDU would “never make 
common cause with extrem- 
ists, whether of left or of 
right". • 

He added: "I find it com- 
pletely incomprehensible 
how the Social Democrats 
can believe they can co-oper- 
. ale with the communists in 
the PDS without encourag- 
ing rightwing extremism." 

While attacking SPD and 
PDS. Mr Sch&oble took pains 
to present the CDU as tbe 
party with eastern Ger- 
many's interests at heart. 

The CDU was also the only 
party prepared “boldly to 
push open the gate to tbe 
future". The party's policies 
gave priority to economic 
growth and more employ- 
ment, he said. 

Mr Sch&uble’s speech was 
rewarded with the now cus- 
tomary standing ovation. 
Led by a beaming Mr Kohl, 
tbe delegates applauded for 
just over four minutes, an 
ovation that reinforced the 
impression of party unity 
without detracting from Mr 
Kohl’s longer 1 0-minute ova- 
tion the day before. 

Despite the enthusiasm 
engendered by ,thp Bremen 
meeting, there were few IDa- 
sions among the delegates 
that Mr Kohl and his party 
face an uphill struggle to 
overtake the SPD in the 
remaining four months to 
the election on September 
27. 

“It is a start but not yet a 
breakthrough,” said Volker 
Hflbe, tbe defence minister 
and a senior figure in the 
CDU. 


Turks wary on 
Brussels talks 


By B arid Buchan in Ankara 

Turkey refused to give Robin 
Cook, the visiting UK for- 
eign secretary, an outright 
commitment yesterday to 
attend a meeting next week 
to repair Ankara’s severely 
strained relations with the 
European Union. 

Aftra- nearly two hours of 
talks with Mr Cook, Ismail 
Cem, Turkey’s foreign minis- 
ter, would not commit him- 
self to going to tbe planned 
association council meeting 
in Brussels on Monday. “We 
would like it to go ahead 
during the UK presidency," 
which ends on June 30, "hut 
only if everything goes as we 
want,” he said. 

Mr Cem indicated Turkey 
was ready to devote the 
Brussels meeting to purely 
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economic issues, based on an 
initiative to widen tbe 1996 
EU-Turkish customs union 
to agriculture and services, 
but was wary of Greece trap- 
ping it into discusring politi- 
cal subjects such as Cyprus 
and human rights. Theodore 
Pangalos. Greece’s foreign 
minister, yesterday warned 
that Athens wanted political 
issues discussed at the meet- 
ing. 

Still railing against the 
EXTs failure to treat Turkey 
as other applicants, Mr Cem 
Insisted: “Our position is 
that there is discrimination 
and that for as long as this is 
not removed limitations on 
our political dialogue with 
the EU will remain.” 

In a later meeting with Mr 
Cook, the prime minister, 
Mesut Tilmaz, conveyed 
even more strongly, accord- 
ing to UK officials, Turkey's 
"sense of hurt" at being 
required by the EU to meet 
special democratic - and 
human rights criteria. 

Before he left Ankara, Mr 
Cook underlined the EU's 
interest in human rights by 
visiting the hospital bed Of 
Akin BirdaL the leading 
human rights campaign nr 
who was shot last week by 
unidentified g unmen 

Mr Cem called the Cook 
visit "a big contribution" to 
improving ties with the EU, 
which are also stymied by 
Greece's block on the 
EcuSTSm ($41 Sn) which the 
EU promised to Turkey to 
accompany the customs 
union. Mr Cem reiterated 
that “the sum of money is 
not important, but the prin- 
ciple of it is". 

. Neither tbe UK nor Turk- 
ish ministers were optimistic 
about Greece lifting its veto, 
mi the money soon and Mr 
Pangalos confirmed yester- 
day that Greece would 
continue to block the 
payment. 




NEWS DIGEST 


PENSION FUNDS 

Brussels proposal to ease 
investment restrictions 

Maria Monti, the European Union's commissioner for fin ancial 
services, proposed_a directive to relax investment restrictions 
on Europe's pension funds yesterday, in a third attempt to lib- 
eralise the market. 

Tbe directive, to be drawn up in outline form later this year, 
wffl have the biggest impact on those BJ member-states, 
such as France and Germany, which still set tough Umlts on 
fended pension schemes. 

Mr Monti told a meeting of EU finance ministers in Brussels 
yesterday that his directive was likely to “establish an appro- 
priate framework of prudential rules that sets minimum invest- 
ment safeguards and tackles quantitative restrictions'’. 

He added that these proposals had the backing of most of 
those who responded to a Commission green (discussion) 
paper issued last July- Pension fends and fend managers and 
member such as the UK, the Netherlands and Ireland 
have supported moves towards liberalisation. 

The main thrust of Mr Monti's argument Is that restrictions 
on assets such as equities reduce the returns available to 
pension funds. 

The need for better returns has become more acute as the 
EU faces a future in which fewer workers support more pen- 
sioners. Jane Martinson, Investment Correspondent 

FOREIGN OWNERSHIP 


Moscow challenges UES curb 

The Russian government has initiated a legal challenge in the 
Constitutional Court to a recent law restricting foreign owner- 
ship in the giant electricity utility. United Energy Systems. 

In a statement yesterday, it said the law violated rights 
guaranteed in Russia's 1993 constitution and the civil code. It 
assured UES shareholders their rights would not be abused 
“No action, that either directly or Indirectly violates the 
rights of ownership, will be taken,” the statement reed, ft is 
also preparing amendments to propose to the Duma 
President Boris Yeflsln signed the law 10 days ago after 
parliament overrode his veto. The law restricts foreign owner- 
ship of UES and other electric ufflity companies to 25 per 
cent About 30 per oent of shares of UES are currently fbr- 
eign-owned. 

The government has several options: to buy beck the 
shares, issue mere shares to dilute the foreign shareholding, 
or to prevent new purchases of shares by foreigners, which in 
time would reduce the ownership. Cartatta Gall, Moscow 


P/ffijSMAYOR 

Tiberi criticises magistrates 

Jean Tiberi, the GauQist mayor of Paris, yesterday issued a 
bitter attack on magistrates for their handling of Monday’s 
Interrogation of his wife, Xav&re, over allegations of corrup- 
tion. 

hie also linked the questioning of his wife, who was 
detained for most of the day, to an attempt to discredit Resi- 
dent Jacques Chirac, who handed over the mayoralty to Mr 
Tiberi in 1995. Other opposition politicians also waded into 
the attack on the magistrates and sought to protect the repu- 
tation of Mr Chirac. 

' Magistrates are investigating MrTiberi'S wife, who is 
alleged to have had a take consultancy contract with one of 
the regional administrations round Paris. Their inquiry Is aimed 
at uncovering officials of the Gsullist RPR who have been 
maintained under false pretences on municipal payrolls. Mr 
Chirac was mayor of Pahs from 1977 until he won the presr- 
dency. Yesterday there was press spaced ation he might Wm- 
self be asked to explain the workings of the Paris administra- 
tion. Robert Graham, Paris . . 


EU PROSPECTS 


Slovakia warned over N-plant 

Austria’s chancellor, Viktor Klima, said yesterday Slovakia 
risked damaging its European Union membership prospects 
and the safety of its people if it pursued plans to activate feel 
rods at the controversial Mochovce nuclear plant 

Mr Mima, speaking after being briefed by the head of a 
committee of International experts who visited the plant .. . 
recently, said Mochovce should remain idle until experts were 
satisfied it was safe to start operations. . . 

“From the view of the experts, the feel rods must not be 
activated now because, in contradiction to agreements made 
with Prime Minister {Vladimir] Meciar, an the documents have - 
not been made available that would allow us to judge the 
safety standards of the plant" he told reporters. 

The Slovak state-owned monopoly energy producer, Slov- 
ensko Baktrame, said on Monday it planned to activate the 
fuel elements around May 25, agsunst the advice of experts 
and environmentalists who say the plant will be outdated, 
dangerous and unreliable. Reuters, Vienna 


EU MEMBERSHIP 


Slippage in Polish talks 

The first stage of Poland's membership talks with the Euro- 
pean Union, under which its legislation Is checked to enstsek 
conforms to the EU’s body of law, is likely to be completed in 
June 1999, EU officials said yesterday. 

This Is sbe months later than originally expected. But N&07 
laus van der Pas, who heads the Brussels negotiating team 
with six EU appfleant countries, and Frangoise GaudenzJ, the 
EU’s negotiator with Poland, said the slippage did not reflect 
any new “major problems''’ uncovered since the talks started 
on March 31. 

So far the talks have covered telecommunications, broad- 
casting regulations, research and science and culture. 

Both officiate, who were on a two-day visit to Poland, said 
that process with economic reforms and the training of offi; 
dais, rather than successful negotiations, held the key to 
Poland’s accession. “Poland wffl join when Poland is ready to 
join,” Mr van der Pas said. Ch ristop her BobinsW, Warsaw 
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Ministers spurn plea to delay end of duty-free sales 


By Lionel Barber in Brussels 

Duty-free shopping within 
the European Union wQl be 
scrapped in July 1999, EU 
nuance ministers reaffirmed 
yesterday. 

A campaign by the power- 
ful duty-free lobby failed to 
persuade ministers to go 
beyond offering financial 
aid. Despite sympathetic 
noises from Britain. France. 


and Germany, ministers 
stopped short of supporting 
Irish calls for a study on the 
impact of the abolition of 
tax-free shopping. This was 
seen as one of the last 
chances to delay abolition, 
which finance ministers 
agreed unanimously in 1991 
as part of efforts to eliminate 
tax distortions in the EU*s 
single market. 

Ministers agreed instead to 


apic the European Commis- 
sion to spell out regional aid 
measures to assist areas 
such as airports and sea- 
ports where duty-free shops 
have mushroomed. 

The Duty-Free Confedera- 
tion estimates that duty-free 
sales amount to $7.3bn a 
year, employing around 
140.000 people. The UK 
accounts for around 25 per 
cent of the total. 


Gordon Brown. UK chan- 
cellor. who chaired the meet- 
ing. noted that only a unani- 
mous decision by all 15 EU 
governments could have 
overturned the move to abol- 
ish duty-free. “It was clear 
that unanimity was not 
attainable." 

Jean -Claude Juncker, Lux- 
embourg finance minister 
and prime minister, said a 
retreat would sit oddly with 


efforts to control excessive 
tax competition. At least 
seven other countries stuck 
to the original decision, 
according to diplomats. 

The Commission argues 
that in a single market, 
duty-free sales amount to a 
huge tax subsidy for the 
industry and that other 
alternative sales will spring 
up for travellers. 

But with almost 18m 


people unemployed in 
Europe, hard-pressed govern- 
ments have found it difficult 
to resist the power of the 
duty-free lobby. The Duty- 
Free Confederation argued 
yesterday that taxpayers 
would be expected to pay up 
to $a£bn for the abolition, 
and that the UK would lose 
up to 23.000 jobs. 

In line with the effort to 
eliminate tax distortions. 


Mario Monti, single market 
commissioner, will today 
publish a new directive to 
introduce a minimum 20 per 
cent withholding tax on all 
income from bank accounts 
and securities held within 
the EU by EU residents. 
Alternatively, countries can 
exchange information about 
interest payments to EU citi- 
zens resident in their juris- 
diction. 


Behind the shutters Italy’s black 
economy defies government control 

Around one-third of workers in the south are employed in ‘illegitimate’ and often 
highly successful enterprises, reports James Blitz 


A hot weekday mornin g in 
Grumo Nevano. an ordi- 
nary-looking town in 
the northern suburbs of 
Naples. The streets are virtu- 
ally empty, the shutters of 
all the main shops and 
blocks of Oats are down, 
there are hardly any cars 
moving on the streets. 

Tbe. impression is of a 
town observing some 
obscure local holiday. But 
behind the shutters, explains 
Luca Meldolesi, there is 
more activity than one 
might think. 

“This town is home to one 
of the liveliest black econo- 
mies in tbe country.” he 
says. 'There are about 10.000 
people working illegally on 
wages of around Ll-5m ($850) 
a month. They can be in 


clothing, shoes and confec- 
tionery. Needless to say. 
they would rather keep their 
identities a closely guarded 
secret" 

Professor Meldolesi is an 
economics professor at 
Naples university and his 
in-depth studies of Italy’s 
black economy have made 
him a figure much respected 
by the government Over tbe 
last two years, be has spent 
much time getting to know 
the people in the black mar- 
ket personally, studying how 
tbe largest underground 
economy in Europe - situ- 
ated in southern towns such 
as Naples, Bari, Messina and 
Catania - operates. 

Hie professor gives exam- 
ples: there is the small , fami- 
ly-based enterprise near 


Lecce that manufactures 
1.5m ties a year; there is an 
the ex-policeman in Cam- 
pania who decided to set up 
what soon became a hugely 
successful wholesale vegeta- 
ble trade; these are tbe Chi- 
nese triads who operate 
a clothing business in 
the town of San Giuseppe 
in the shadow of Mount 
Vesuvius. 

This is an economy that 
produces occasional stories 
of child labour, of enter- 
prises that provide goods for 
well known fashion houses 
or which are large exporters 
of gloves, shoes or umbrel- 
las. 

“Overall there are proba- 
bly something like 5m people 
working in the illegal mar- 
ket, more than a quarter of 


Minister joins campaign to press treasury 
to drop its spending curbs 


A member of the Italian 
government has added his 
voice to the chorus of unease 
over the way Carlo AzegNo 
Ciampi. the treasury minister, 
has slashed spending on 
Infrastructure as part of Italy’s 
bid to qualify for Emu. writes 
James Blitz. 

In a sign that the treasury 
could come under pressure to 
relax spending in its autumn 
budget, Paolo Costa, the 
minister for public worts, has 
attacked the way In which Mr 
Ciampi has frozen cash 
transfers to his department. 


even though the sums 
involved had initially been 
voted by parliament. 

“There is nothing more 
bureaucratic than our 
treasury's procedures, which . 
have been invented in order to 
keep cash flow under control." 
Mr Costa said. “If a Martian 
landed here and looked at our 
procedures, he would think us 
mad." 

Addressing a conference on 
public finance, Mr Costa 
acknowledged there had been 
a collective cabinet decision 
to give the treasury enhanced 


control over flows of public 
money to ensure that Italy 
qualified for Emu, But he said 
that “now that we are seeing 
light at the end of foe tunnel", 
it was time to adopt more 
“virtuous policies". 

The treasury yesterday 
countered that it was in favour 
of acceleratfog Invest me n t 
expenditure, especially in joint 
private-public sector projects. 
"If there are limits to how 
much it is spent, ft is because 
we don’t have enough 
projects coming on stream to 
qualify for cash subsidy." 
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the working population," he 
says. But here in the south, 
around one-third of the 
workforce is Illegally 
employed while in regions 
like Calabria, the figure 
reaches some 45 per cent 

Having achieved its task of 
taking Italy into the Euro- 
pean monetary onion, the 
government is now trying to 
bring this economy into the 
open. Illegal business 
deprives the ffnanw minis- 
try of thousands of billions 
of lire per year in lost reve- 
nues at a time when the 
co on try is in the throes of 
fiscal restraint 

No less worrying, black 
market activity is an ineffi- 
cient and unproductive 
method of operation for 
enterprises that would other- 
wise have growth potential. 
This is a serious problem 
for our industrial competi- 
tiveness." says a senior fig- 
ure at the treasury. “But 
crackdowns don’t work and 
some of the phenomena 
creating illegality are very 
hard to tackle." 

There are two reasons why 
illegal trading is strong in 
Italy. First is the large tax 
on labour “legitimate" com- 
panies and their employees 
pay a huge tax “wedge" 
equivalent to around 100 per 
cent of basic salaries and 
many black marketeers 
know they would go bust if 
they paid it 

Tbe fiscal tightening 
required to to qualify to join 
Emu - as well as the cost of 
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financing Italy's pay-as- 
you-go pension system - 
means these taxes cannot 
quickly be reduced. 

The second problem is the 
inefficiency of Italian public 
administration. Istat, the 
Italian statistical institute, 
has just published data 
showing that companies pay 
an additional 45 per cent of 
production costs just to deal 
with paperwork generated 
by local councils. Nor is 
there much incentive to 
operate under the umbrella 
of the law. According to 
Istat. it takes appeal courts 
an average of 45 years to 
hear a case from start to fin- 
ish. 

Romano Prodi’s govern- 
ment is trying to reform the 
public administration but 


change will not come about 
quickly. It therefore has had 
recourse to more subtle 
methods. More often than 
not, these are directed at 
what is called the “grey mar- 
ket", entrepreneurs who do a 
certain amount of manufac- 
turing in the official econ- 
omy. hiding the fruits of 
tbeir illegal work behind 
locked doors. 

The finance minis try is 
said to be considering a tem- 
porary amnesty, for exam- 
ple, for companies that come 
clean and declare that they 
have been employing unoffi- 
cial labour over recent years. 
Success has been achieved in 
getting craftsmen working 
in the black economy to 
apply for subsidised official 
training schemes. Consider- 
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ation has also been given to 
schemes that allow compa- 
nies to go official, while 
being given the right to start 
paying taxes on a graduated 
scale. 

But these are schemes of 
limited impact. The best 
hope for eradicating the 
underground market is that, 
somehow, the southern econ- 
omy will grow strong 
enough to allow these com- 
panies to afford the taxes 
that are due. 

“Twenty years ago. there 
were plenty of illegal organi- 
sations doing business in the 
north-east of Italy." says 
Professor Meldolesi. ’Today, 
their internationally known 
owners would not thank you 
for reminding them of the 
fact” 


Milosevic 
names his 
ally as 
premier 

By Guy Din mo re hn Belgrade 

Yugoslavia's crisis deepened 
yesterday as President 
Slobodan Milosevic named 
an ally. Momir Bulat otic, as 
prime minister despite warn- 
ings by Montenegro, one of 
tbe federation's two constit- 
uents, that it would refuse to 
recognise him. 

Montenegro’s public prose- 
cutor has launched criminal 
proceedings against Mr Bula- 
tovic for leading a mob that 
stoned government offices in 
the capital Podgorica in Jan- 
uary. Mr Buiatovic was Mou- 
tenegro’s president until 
defeated by the pro-western 
Milo Djukanovic in disputed 
elections in October. 

Mr Milosevic and Mr Buia- 
tovic refuse to recognise the 
victory of Mr Djukanovic 
who won pledges of financial 
aid for Montenegro on recent 
visits to Washington and 
Europe, in contrast to Serb- 
ia's international isolation. 

Analysts said Mr Milosevic 
wanted to strengthen Mr 
Buiatovic and bis Socialist 
People's party before crucial 
parliamentary' elections in 
Montenegro on May 31. Vic- 
tory for Mr Buiatovic would 
allow Mr Milosevic to boost 
his powers by changing the 
federal constitution. 

Mr Djukanovic has threat- 
ened secession if Serbia, 
ruled by Mr Milosevic’s 
Socialist party, tries to domi- 
nate its smaller neighbour. 

Diplomats were alarmed 
that Mr Milosevic was stir- 
ring up another Balxan con- 
flict just days after the US 
and its European allies lifted 
an investment ban on Serbia 
in response to his willing- 
ness to start peace talks 
with the ethnic Albanian 
leadership in tbe restive 
province of Kosovo. 

However, tbe US-brokered 
peace process was in danger 
of collapsing yesterday. Kos- 
ovar Albanian negotiators 
threatened to pull out of 
talks scheduled for Friday 
because of reported attacks 
by Serbian police on civil- 
ians and a blockade of 
trucks transporting food to 
the province. 



A FEW THINGS YOU MIGHT WANT TO CONSIDER. 


TO SUSTAIN LIFE OUT HERE, THERE ARE 


Safety rope. 


Glacier glasses 


Warmth. 


COMPUWARE 


j_ or application development, testing and management, four our of five of the world's 
Priest corporations rely on Compuware. People and software for business applications. 


What do vou need most 


Ice axe. 
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MONEY LAUNDERING OPPOSITION SEEKS RESIGNATION OF GUILLERMO ORTIZ, CENTRAL BANK CHIEF, AFTER W ASHINGTON'S CRACKDOWN | 


Shockwaves in Mexico over US ‘sting’ 


By lesfie Crawford and 
Henry Tricks in Mexico City 

The surprise arrest of 
Mexican bankers and tbe 
indictment of three Mexican 
financial groups on charges 
of money laundering in the 
US sent shockwaves yester- 
day through Mexico’s politi- 
cal and banking establish- 
ments. 

While government officials 
sought to defend the integ- 
rity of Mexico's financial 
system, opposition congress- 
men expressed outrage and 
humiliation at the US 
“sting" operation, and 
demanded the resignation of 


It’s bigger, 
it’s badder, 
and it’s 
back . . . 
Hollywood 
is hoping for 
a monster 
hit with the 
new Godzilla 


By Mfcftiyo Nakamoto 
a a Tokyo and Christopher 
Parkas in Los Angeles 

G odzilla is hack, bigger 
and badder than ever, 
and seemingly bound to 
trample anything that gets 
in its way. 

Sony Pictures has tried to 
make sure of that with full- 
power promotion and book- 
ings for tonight's official US 
opening on a record 7,363 
screens in 3,310 cinemas. 

But as all Japan knows, 
there is more to the 44-year- 
old fire-breathing mooster 
than backsides on seats. 

Hollywood's version may 
have the legs - In the iodus- 


Gulllenno Ortiz, central 
bank governor, and of bank- 
ing regulators, accusing 
them of negligence. 

“Once again, we must 
learn from a foreign source 
about what really goes on in 
our banking system. “ said 
Felipe de Jesus Cantu, a dep- 
uty of tbe conservative 
National Action party. “The 
inefficiency of our authori- 
ties is shameful. " 

Dolores Padiema. of the 
Revolutionary Democratic 
party, said Mr Ortiz should 
resign because of his role, in 
1991 and 1992. as deputy 
finance minis ter in charge of 
bank privatisations. "Privati- 


sation and weak supervision 
have transformed Mexico 
into a money laundering par- 
adise." she said. 

Robert Rubin. US treasury 
secretary, and Janet Reno, 
attorney-general, on Monday 
announced the indictment of 
three Mexican banks and the 
arrest of 312 suspects follow- 
ing the biggest money laun- 
dering investigation in US 
history. They said a three- 
year undercover investiga- 
tion had exposed widespread 
money laundering by Mexi- 
can bank branches along the 
US border. In all, 12 Mexican 
financial groups have been 
implicated in laundering 




money for Latin American 
drug cartels. Some estimates 
put the amount laundered 
through the Mexican finan- 
cial system at $8bn a year. 

Tbe indicted banks - Ban- 
comer, Mexico's largest. Ser- 
fin. the third largest, and 
Confia - yesterday pledged 
to co-operate with US and 
Mexican authorities in their 
investigations. 

"The indictment is a call 
to attention, but it must be 
placed in its proper context." 
said Javier Fern&ndez, Ban- 
comer's chief financial offi- 
cer. “Of tbe thousands of 
transactions we handle 
every day. Bancomer has 


been accused of 50 suspi- 
cious transactions in the 
space of three years." 

BanaccL the second larg- 
est financial group, has been 
Implicated- but not indicted 
in tbe US investigations. It 
said two employees at its 
Tijuana branch, on tbe US 
border, were arrested in con- 
nection with Urn investiga- 
tions. 

In addition to the indict- 
ments. four Mexican banks. 
and Santander of Spain have 
been summoned by the Fed- 
eral Reserve to explain their 
detection procedures against 
money laundering. 

With Mexican cartels now 









Left the original Godzilla battles a bionic monstar. Right foot of latest Godztoa dwarfs trucks and people In New York 


try jargon - for a run long 
enough to return a band- 
some return on its Si20m 
production costs and luxuri- 
ous marketing budget 

But it takes more than 
superduper special effects 
and marketing to generate 
the staying power of the 
original Gojira , released in 
Japan in 1964, and subject of 
numerous remakes and 
revivals, comics and other 
ephemera until its official 
"death" in 1995. 

Created by Tomoyuki Tan- 
aka, who died last year. 
Gojira captured the Japa- 
nese imagination from the 
outset when the release of 


the first film coincided with 
reports that Japanese fisher- 
men had been exposed to the 
fallout from atmospheric 
nuclear tests in the Pacific. 

“Although it was frighten- 
ing. it evolved Into a movie 
star that entertained its 
audience." said Shogo Tozni- 
y ama, who produced the last 
six Gqjira films. 

Although Gojira was 
always destructive, regularly 
trampling Tokyo as the bul- 
lets bounced off its reptilian 
hide, it gradually emerged 
that this was no vindictive 
lizard, just a displaced 
mutant ill at ease in the 
presence of man. As Mr 


Tomiyama said, the durabil- 
ity of its appeal in Japan 
owed much to the mystery 
surrounding the beast - its 
unknown origins and 
unknown destination when 
it routinely disappeared at 
the end of each film. 

The inevitable vanishing 
act was catharsis enough for 
Japanese cinemagoers, he 
said. "US entertainment 
films are about people who 
overcome diffic ulties." They 
prevail - and catharsis is 
achieved - by killing the 
interloper, “so the question 
is whether the [Sony] Tri- 
Star team has been more cre- 
ative in that respect" 


Tbe answer, of course, is 
No. Godzilla falls (naturally, 
not without leaving the door 
open for a sequel or three), 
serving US audiences’ tastes, 
true to Hollywood tradition, 
and, according to Mr Tcmi- 
maya’s theory, robbing it of 
a shot at enduring stardom 
in the Gojira tradition. 

New York, rather than 
Tokyo, bears the brunt of 
the monster's wrath in this 
week’s release. Transformed 
from its portly, flat-footed 
role model, it is sleek, 
sprightly and deeply ugly in 
the Jurassic Park mould. 

Sony's expectations high. 
Godzilla, the latest from 


controlling a third of the 
SSQbn market for illegal 
drugs, according to US gov- 
ernment officials, Mexican 
banking regulators no longer 
doubt that drug money is 
being recycled through ■ 
Mexico's financial system. 

fix March, the government 
admitted that Grupo Ana- 
huac, a small Mexican finan- 
cial group- hod been bought 
by drug traffickers in 1995. 

. However. Eduardo Ibar.-, 
rola, deputy attomfcNfen-? 
eral, stressed: “The; money 
laundering ' accusations^ 
should not be seeh' als'an' 
indictment of the' entire 'Mex-f; 
icair banking. system. 


Boland Emmerich; the Ger- 
man director, whose Inde- 
pendence Day stormed th'et 
box office worldwide in 1996.' 
has been the subject of one 
of the most protracted and 
least revealing teaser promo- 
tions on record. “Sire does 
matter” - the copy line has 
been seen everywhere from 
the backs of cinema tickets 
to the sides of 20-storey 
buildings an Hollywood Bou- 
levard. 

Few can have avoided the 
Callout of a blitz which has 
reached into the inner sanc- 
tum of US government. 

Even Madeleine Albright, 
US secretary of state, was to 
make her contribution to the 
campaign recently when she 
noted: “Perhaps the most 
high-level visit [between the 
US and Japan] will occur. . . 
when. . . Godzilla will come 
to New York. 

"I hope you will excuse me 
if I decide to skip the state , 

dinner " 

Mr Suzuki sai± .“The old ' 
Gojira had become rather 
predictable. There was a 
limit to what we could do 
with it given our budget and 
technology.” He thought 
there was even a chance 
Toho would resurrect the 
series after analysing how 
audiences reacted to the Hol- 
lywood version. 

“It is difficult for a fright- 
ening monster to last 
through many sequels,” he 
said, predicting the benign 
Gojira would eventually 
return to Japan, where be is 
loved rather than feared. 


plan to 


ensure 


By Mark Suzman to Washington 


A radical plan to. ensure 
ffiture solvency of the US 
social security system was 
launched yesterday /by a 
bipartisan, congressional-led 
commission. It proposed new 
individual savings accounts 
that pould.- Invest ;in . the . 
stock- '■ market and '' sin. 
increase in the retirement; 
age to 70. •- 

The report is- the most, 
comprehensive set of propos- 
als in the growing .debate . 
over- how' best to restructure 
the troubled pension systerir 
to ensure it can cope with 
expected growth in the num- 
ber of retirees next century. 

On current projections, the 
main social security fond is 
expected to go bankrupt by 
2030, and President Bill Clin- 
ton and Newt Gingrich. 
House speaker, say they 
hope to propose legislation 
next year to solve the prob- 
lem. 

Releasing the new study. 
John Breaux. Louisiana sen- 
ator and one of four congres- 
sional co-chairs of the 
National Commission on 
Retirement Policy, said it 
was designed to serve as a 
blueprint for future political 
discussions. Tm convinced 
our plan goes way beyond 
the usual short-term quick 
fixes and provides a solid 
middle ground, where I see 
the Congressional debate 
going next year," he said. 

The enmmivann, marie Up 
of 24 lawmakers, academics 
and private and public-sector 
officials, unanimously , 
endorsed the controversial 
proposal to allow individuals 1 
to direct 2 per cent of their , 
existing 12.4 per cent payroll 
taxes into individual savings 
accounts. 

Under the plan, workers 
would be offered several 
savings options for these 
funds, including putting 
same of the money into the 
stock market. Any extra 
costs of manag in g the transi- 
tion between the current 
system and the new one 
would be covered by the fed- 
eral government 


US rates 
unchanged 


By Gerard Baker 
in WasbtootM 


The Federal Reserve opted 
yesterday to leave short- 
term interest rates 
unchanged, in spite of rapid 
US economic growth over 
tbe last few months ami 
increasingly tight labour 
markets. 

The central bank's open 
market committee has now 
left rates unchanged since it 
increased its target for the 
federal funds rate by 0.25 
percentage points to 5.5 per 
cent in March last year. 

Alan Greenspan, Fed 
chairman, has repeatedly- 
warned that output growth, 
which reached on anuual 
rate of 42 per cent in the 
first three months of tbe 
year, is too fast and will 
eventually lead to a 
resurgence of inflationary 
pressures if it does not 
slow. 

Signs of inflation 
have begun to emerge 
recently. 

Most notably, average 
earnings rose by 4.4 per cent 
in the year to April, the 
sharpest increase for 15 
years, as unemployment fell 
to 4.3 per cent, tbe lowest 
level in 28 years. 

But Mr Greenspan and his 
colleagues remain confident 
that special factors - espe- 
cially warm weather - were 
behind acceleration of 
growth at the start of 1998 
and that growth will slow 
this year as the full effect of 
the Asia crisis begins to be 
felt by companies. 

But if the economic data 
point to continuing rapid 
growth over the next six 
weeks, Mr Greenspan will 
come under intense pressure 
from some members of the 
policy-setting committee to 
raise rates. 

There was some evidence 
to support expectations of a 
slowdown in a report yester- 
day from the Commerce 
Department, which said new 
housing starts fell for the 
second straight month in 
April, after exceptionally 
fast growth in the first two 
months of the year. 


u \ know it s late, but id like some 
suski. How far do I kave to gfo?” 



You need at ever leave tie comfort of your Four Seasons Hotel room to lie transported kv a talented chef. 
Room service menus abound witk regional selections: from deep-dish pizza to striped boss J- 
prepared without unwanted calories, to komemade ekicWn soup at midnigkfc. For 
the some breadth of choice in another unequalled setting, visit our restaurants 

downstairs, Tke demands of business demand nothing less. Phone your travel Four Seasons 

counsellor or, in tke U.K., 0800-526-643- Visit our Web site: www.fourseBSons.ccm 
Defining ifte arl of terrier at foLoltL si Ip mattria. 



The right choice is “d”; which should read “a global bank in Turkey”. The bank which issued 
rhe first 144 A Eurobond, the first 1FC B Type Securitized Loan application and the First US 
Commercial Paper from Turkey. Garanti Bank in short. Wouldn't you invest in a bank, 
where all rhe benchmark transactions come from? 

For further mfonution plra* eoiuatt Mr. Ergmt Own. Executive Vice President. 
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THE MICROSOFT CASE 






ANT I TRUST CHARG ES COMPUTER MAKERS SEEN IN 'LOSE-LOSE' SITUATION IF THEY TAKE SIDES OVER MICROSOFT 


PC industry keeps low profile 


By Louise Keftoe 
In San Francisco 

Microsoft's partners in the 
personal computer Industry 
and even some of its loudest 
critics have suddenly 
become wary of taking aides 
in the wake of government 
antitrust lawsuits filed 
against the software indus- 
try leader on Monday. 

PC companies and others 
who rallied behind Bill Gates 
just two weeks ago, warning 
that any delay in shipping 
the Windows 98 operating 
system would be a disaster 
for the industry and have a 
broad impact on the US 
economy, are now distancing 
themselves from the anti- 
trust debate. 

Intel, which dominates the 
market for microprocessors 
used in personal computers 
and is one of Microsoft's 
closest partners, said it bad 
no comment on the lawsuits 
or their potential impact on 
the industry. Intel itself is 
the target of an antitrust 
investigation by the Federal 
Trade Commission. 

Compaq Computer, the 
world’s largest PC maker, 
said only that Microsoft's 
internet browser “meets the 
market requirement”. The 
company did not comment 
on the Justice Department’s 
demand that Microsoft sepa- 
rate its browser from Win- 
dows, or alternatively that 
Microsoft bundle a copy of 
Netscape Communications' 
rival browser with every 
copy of Windows. 

Neither was Compaq 
impressed with the govem- 



Just browsing: the s o ft war e department in ■ Burbank shop promotes the release of Windows 98 


Reuters 


mart’s demand that Micro- 
soft give PC makers more 
flexibility In the way they 
configure the “opening 
screen" that PC users see 
when they first turn on their 
computers. 

According to the govern- 
ment’s lawsuit this would 
enable PC makers to high- 
light software of their 
choosing - whether from 
Microsoft or freon other sup- 
pliers - providing consum- 
ers with a wider range of 
choice. 

However, Compaq said it 
was “pleased with the cur- 
rent arrangement that we 
have with Microsoft” with 
regard to the start-up screen. 

Dell Computer was simi- 


larly. reticent. “We've made 
our thinking abont the 
timely release of Windows 98 
abundantly dear,” the com- 
pany said. It said it would 
await the outcome of the 
lawsuit and respond accord- 
ingly. 

Currently, Dell computers 
are delivered with Micro- 
soft's internet browser. Cus- 
tomers who want to have 
Netscape software pre-in- 
stalled must pay extra. 

The PC industry is in a 
“lose-lose situation” if it 
takes sides on the antitrust 
issue, industry commenta- 
tors said. On the one hand, it 
risks antagonising Microsoft, 
upon which it relies for criti- 
cal software. 


On the other hand, there is 
some fear that the industry 
may be viewed as having 
colluded with Microsoft In 
alleged anticompetitive 
activities. 

Son Microsystems, which 
is Involved in a bitter legal 
struggle with Microsoft over 
Sun |s Java programming 
la pg tia g T> and has been an 
outspoken critic of Micro- 
soft’s business practices, 
said yesterday that it 
“applauded" the Justice 
Department's action. The 
lawsuit was an action “in 
favour of innovation and 
choice in a very important 
market", it said. 

Netscape, which is 
depicted as the victim of 


Microsoft’s alleged exclu- 
sionary practices in the gov- 
ernment's lawsuits, similarly 
expressed its support of the 
department and the states 
involved In the legal action. 

“We believe government 
investigators have examined 
the case thoroughly and 
would not have brought 
action against Microsoft 
unless their investigations 
had uncovered serious viola- 
tions of the law," Netscape 
said. 

“We may never know how 
our company would have 
developed In the absence of 
the kinds of anti-competitive 
behaviour that formed the 
basis of the government’s 
case." 


Department likely to seek quick action 


By Louise Ketae 


The first hearing in the 
Justice Department's land- 
mark antitrust lawsuit 
against Microsoft is expected 
to take place in Washington 
on Friday and the govern- 
ment is expected to push for 
expedited action on its 
request for a preliminary 
court order imposing broad 
restrictions on the software 
company. 

The case will be heard by 


Judge Thomas Penfleld Jack- 
son, who sided with the gov- 
ernment in an separate case 
against Microsoft when it 
was accused of violating a 
1995 antitrust settlement 
agreement. That case is now 
on appeal. 

Judge Jackson criticised 
Microsoft's tactics in the ear- 
lier case, in which he con- 
cluded that its Windows 95 
operating system and its 
internet browses' could easily 
be separated. 


In part, arguments in the 
new case are expected to be 
similar. The government is 
demanding that Microsoft 
either de-couple its internet 
browser from Windows 98, 
the latest version of the soft- 
ware, or include an alter- 
ative browser from Net- 
scape. its rival. 

In addition, the govern- 
ment js seeking changes to 
Microsoft's contractual 
arrangements with PC mak- 
ers, internet service provid- 


ers and online services such 
as America Online. 

Microsoft lawyers are 
already expecting an appeal 
against Judge Jackson's rul- 
ing on the preliminary 
injunction. 

The preliminary injunc- 
tion phase of the Justice 
Department’s lawsuits could 
be concluded in weeks, he 
predicted, but the main body 
of the case, in which it will 
have to prove its allegations 
that Microsoft has abused its 


market power, could drag on 
for years. 

The similar case against 
Microsoft filed by 20 state 
attorneys general and the 
District of Columbia is likely 
to he consolidated with Hie 
Justice Department case, 
legal experts said. However, 
it was not dear how addi- 
tional issues relating to 
Microsoft's office productiv- 
ity software, raised only in 
the states' case, would be 
handled. 


Economists’ opinions 
berate Microsoft 


By Richard Woffle 
in Washington 


Two leading US economists 
have accused Microsoft of 
harming computer users by 
adopting anticompetitive 
behaviour to protect Its 
monopoly In operating soft- 
ware. 

The economists said 
Microsoft’s alleged strategy 
of restricting competition In 
operating software and inter- 
net products would slow the 
development of new technol- 
ogy and increase prices to 
consumers. 

Their opinions have been 
filed in court as expert evi- 
dence to back the antitrust 
lawsuits launched cm Mon- 
day by the US government 
and 20 states. Antitrust offi- 
cials have asked a federal 
court in Washington for an 
injunction to end Microsoft’s 
allegedly restrictive con- 
tracts with computer makers 
and internet service compa- 
nies. 

. Franklin Fisher, econom- 


ics professor at Massachu- 
setts institute of Technology, 
said Microsoft was attempt- 
ing to protect its monopoly 
in operating software by 
using anticompetitive 
actions against Netscape 
Communications, its rival in 
internet software. 

In written evidence, Mr 
Fisher attacked Microsoft's 
actions for sending a mes- 
sage to all software develop- 
ers. “Microsoft will impede 
any innovation that threat- 
ens the dominance of Win- 
dows.” he said. 

He added; “If Windows is 
truly a superior product, it 
will succeed on its merits. 
The actions Microsoft is tak- 
ing will prevent that from 
being necessary." 

David Sibley, economics 
professor at the University 
of Texas at Austin, said 
Microsoft had tried to con- 
strain choice in internet 
browsers, which navigate 
ffie world wide web. 

Mr Sibley - a former head 
of economics at Bell Commu- 


nications Research 
accused Microsoft of giving 
up profits on browsers as 
part of a strategy to “blunt" 
any possible threats to Its 
flagship product, Windows 
operating software. 

He added that unless the 
current trend In market 
share was stopped, Microsoft 
would soon establish a 
monopoly in internet 
browsers, which would elim- 
inate any threat to its domi- 
nance in operating software. 

Microsoft's political back- 
ers staged a public show of 
support In Washington yes- 
terday, condemning the gov- 
ernment for attacking Micro- 
soft's business practices. 

Patty Murray, senator far 
Washington state, which is 
home to Microsoft, said: “A 
number of Microsoft's com- 
petitors have convinced 
some Justice Department 
lawyers to try to get in court 
what they have not been 
able to get through open 
competition in the market- 
place.” 


Wall St sees good times 
for software producers 


By Retard Waters in New York 


Wall Street yesterday looked 
beyond the Justice Depart- 
ment’s assault on Microsoft, 
pushing the company's 
shares back up after the 
beating they took when 
news of the antitrust suit 
first emerged. 

The rebound - and the 
continued rise of other soft- 
ware stocks - appeared to 
reflect a view that has taken 
strong hold In recent 
months: that a new genera- 
tion of cheap PCs. while pos- 
ing a threat to some makers 
of computer hardware, will 
be good news for software 
producers. Against that pros- 
pect. the Justice Depart- 
ment's legal attack, likely to 
take years to resolve, was 
seen as only a distant threat 
to the maker of the Windows 
operating system. 

Microsoft's shares rose $% 


in early trading In New York 
yesterday, a gain of more 
than 1 per cent, before fall- 
ing back slightly to $86‘,4. 
The day before it had lost 
33%. 

The stumble in Microsoft's 
share price this week 
remains modest by the stan- 
dards of the volatile technol- 
ogy industry, and leaves the 
company's stock still a third 
higher i ban its level at the 
start of the year. 

Other pillars of the sector 
have fallen much harder in 
recent days, reflecting the 
tougher times faced by bard- 
ware makers. Hewlett-Pack- 
ard’s shares have lost a fifth 
of their value since the com- 
pany’s surprise profit warn- 
ing late last week. Intel also 
lost ground last week on 
concerns about falling com- 
puter chip prices. Both com- 
panies have been hurt by the 
rise of cheap computers. 


Despite this, the sector as 
a whole has remained one of 
the main engines of the bull 
market 

Among the latest crop of 
high-fliers in the technology 
sector, Dell Computer con- 
tinued to soar yerterday on 
hopes that it had avoided the 
troubles that have hit other 
PC makers. Its quarterly 
earnings were due to be 
released after the stock mar- 
ket closed last night. At 
$96£. the shares were $53 
higher than they had been at 
the start of the year. 

The success of Cisco 
Systems, meanwhile, contin- 
ues to reflect the spreading 
popularity of the internet, 
which has boosted demand 
for the routers, switches and 
other networking equipment 
on which the internet runs. 
At $79jJ, Cisco’s shares have 
risen nearly 50 per cent over 
the same period. 
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VIVENDI. COMMITTED TO MEETING YOUR LIFE’S EVER-CHANGING NEEDS. 

Vivendi is the new name for Compagnie.G^rafe Eaux; Its role has grown from simply providing people with purer water, to providing energy, transport systems, 
waste management, construction and property; communications and telecommunications. In other words, simply to improve your everyday life, today and tomorrow. 
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ASIA-PACIFIC 


Food shortage 
fears grow 
in Indonesia 


Suharto compromises, but uncertainly reigns 




prif 


By Sander Thoanas 
sod John FBddlag in Jakarta 


By Jofra Ridding in Jakarta 


Shipments of grain and 
other foodstuffs to Indonesia 
are being severely disrupted 
by the country’s upheaval, 
raising fears of shortages 
that would further worsen 
the country's economic cri- 
sis, according to trade offi- 
cials and bankers. 

“Some previous contracts 
are still coming through. But 
new deals are grinding to a 
halt and we are seeing trade 
being suspended," said a 
western trade official. 
‘There is not a foreign bank 
on the planet that would 
accept a letter of credit from 
an Indonesian bank at the 
moment” 

Disruption to Indonesia's 
transport and distribution 
system, partly the result of 
recent attacks on ethnic Chi- 
nese businesses, has com- 
pounded the problem. Fur- 
ther concerns centre on the 
safety of warehouses and the 
reliability of transport after 
last week's riots. 

While Indonesia has a 
large rural economy and is a 
major rice producer, drought 
and population pressures 
have made it increasingly 
dependent on food imports. 
"They are looking to import 
several million tons of rice 
this year." said one diplo- 
mat. "They also need soya- 
brans, grain, beef and ani- 
mal feed.” 

Indonesia’s National Logis- 
tics Board (Bulog) said it had 
sufficient supplies of food- 
stocks to respond to the 
upheaval. “We have enough 


stocks for the people's basic 
needs, and we will continue 
market operations,” said 
Beddu Among, head of 
Bulog. National stocks held 
2.4m tonnes of rice, 475,000 
tonnes of sugar and 443,000 
tonnes of wheat 

With Indonesia’s economic 
crisis deepening and the 
financial system paralysed, 
diplomats warned of growing 
problems. Prices of meat, 
rice and vegetables in Jak- 
arta have risen by 10 per 
cent since last week's riots, 
adding to sharp Increases 
since Indonesia's economic 
crisis began last year. 

Thai exporters are increas- 
ingly concerned about pay- 
ments from Indonesia. "The 
situation there raises a lot of 
questions, and risks we are 
not ready to take,” said the 
Thai Rice Exporters' Associ- 
ation. 

“Unless letters of credit 
are guaranteed by institu- 
tions in third countries, such 
as Hong Kong or Singapore, 
we have to suspend ship- 
ments.” Many Thai rice and 
sugar exporters are demand- 
ing payment in cash. 

Some of Indonesia's larg- 
est suppliers, including Aus- 
tralia and the US. have intro- 
duced funding programmes 
designed to revive trade. 
These are based on Indones- 
ia's central bank using funds 
deposited abroad to guaran- 
tee letters of credit 

These programmes have 
been in place for several 
m onths ,” said one trade offi- 
cial, “but they are moving 
very slowly.” 


Confident and even jocular 
at times, President Suharto 
appeared live on Indonesian 
television yesterday in what 
observers regarded as 
another attempt to buy time. 

He promised a speedy 
reform of electoral laws, fol- 
lowed by elections "as soon 
as possible” for an assembly 
that would then elect a new 
president. T will not run fra: 
president again,” be said. 

By Mr Suharto's stan- 
dards, this was a big compro- 
mise. But dates and de tails 
are lacking and observers 


felt it would be months 
before the president would 
be replaced. 

To some critics, such as 
Abdurrahman Wahid, chair- 
man of a large Moslem 
organisation, that was 
enough, even as he insisted 
he still wanted Mr Suharto 
out. “But if we follow the 
constitution - we cant do it 
in one or two days. This will 
take months.” he said. 
"Please stop demonstrating." 

Others believed that Mr 
Wahid and other Moslem 
leaders preferred a few 
months of Mr Suharto to te 
replacement by B J. Habibie, 
the unpopular vice presi- 


dent- 

Mr Suharto proved yester- 
day he still commanded the 
loyalty, of the militaiy*s top 
brass. On Monday night 
General Wiranto, chief com- 
mander of the armed forces, 
rejected a can by. parliamen- 
tary leaders for the -presi- 
dent's resignation and 
threatened a military crack- 
down against prot e st s. • 

"Suharto’s position has 
strengthened after what Wir- 
antb said last [Monday] 
night,” said Salim Said, a 
military analyst, rejecting- 
suggestions of a split hi the 
army. They may have their 
own egos, hut when they 


fa* -the outside wodd they 
are united." - 
Student leaders had long 
planned nationwide protests 
for today and, if the crowd of 

more than 10/100 students in 
front of parliament and 
smaller - protests by 
■ white-collar workers near 
-the Jakarta- Stock Exchange 

yesterday are anything to go 

by* they will be large. 

"All of us just want 
Suharto to step down now,” 
raid Ari Wibowo, an engl-. 
neering student protesting 
inside parliament. "If the 
majority of , the people sup- 
" port -reform, one day the 
army will Join uk" 


■. Many Jakartans reacted to 
Mr Suharto's statement by 
rushing to the markets to 
stock up on food, while shop 
owners emptied .their 
shelves and said they would 
close down today, fearing 

widespread unrest 
Investors at first reacted 
with relief at the prospect of 
a peaceful transition, but 
soap worried that the econ- 
omy may not survive a 
protracted- change of loader 
ship- “In some, ways, the 
worst outcome is continued 
uncertainty,” . a. western 
trade pfffc fcd said.- " 

Nilesh .Jasanf, regional 
strategist S.G. Securities. 


predicted a fall in gross 
domestic product of 15 to 2Q 
per cent this year, 
Indonesian consultants 
estimated yesterday that 
exports of the 20 main nan- 
oU export .commodities had 
dropped 57.7 per cant, in 
March compared with Janu- 
ary. a drop in monthly reve- 
nues of $1.65bXL This 
increases fears of a sover- 
eign debt default as reserves 
fidlabarply. - 

“We are seeing the onset 
of paralysis in trade and 
shipping,” said Mr Jasanl. 
“I' ve been in .Nigeria and 
I've never seen anything like 
this.” 


The actors to watch in Jakarta’s political drama 


By Sander Themes to Jakarta 


Foreign and Indonesian 
observers alik e have lost 
track of the power straggle 
in Jakarta and are confined 
to TCremlinology" - watch- 
ing the kingmakers and lead- 
ers who meet the president, 
lobby In parliament cor talk 
behind doors with generals. 
They are: 

Amien ifaik An American- 
trained academic a , nd chair- 
man of Muhammadiyah, one 
of the two largest Moslem 
organisations, Mr Rais has 
emerged as President Suhar- 
to's most dynamic opponent 
He has rejected government 
offers of a compromise and 
will settle only for Mr Suhar- 
to's resignation. Sharp and 
ambitious, he is distrusted 
by many in the opposition 
for his populist talk, his ear- 
lier jibes against the ethnic 
Chinese minority and his 
ties to some of the generals. 
But others have come 
around to his side, for lack 
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of another leader, and are 
persuaded he is a moderate. 

Abdurrahman Wahid. Bet- 
ter known as Gas Dur, Mr 
Wahid heads the other Lead- 
ing Moslem group, Nahdla- 
tul Warns, and was the most 
powerful opposition figure to 
accept Mr Suharto’s request 
for time yesterday. Recog- 
nised as one of Indonesia’s 
leatftng intellectuals, a mod- 
erate and an -ally of the 
reformist military who has 
warned against the rise of 
fundamentalist Islam, Mr 
Wahid left a leadership vac- 


uum when he was struck by 
a stroke late last year. "He 
may have decided that a few 
more months of Suharto 
would be better than chaos," 
one diplomat said. 

Megawati Sukarnoputri. 
Mrs Megawati, daughter of 
the late President Sukarno, 
has often been, mistaken for 
another Aung San Suu Kyi. 
But even her fa™* flifrrrft she 
is a very hesitant leader, 
pushed by her lather's fol- 
lowers into a role rite fears 
to take. She agreed to head 
the Democratic party but 


was pushed out in a party 
struggle engineered by Mr 
Suharto. “She is still the 
only one who can lead 
Indonesia. She has people's 
power,” said an aide. 

Bamako. Long the butt of 
jokes for his colourless loy- 
alty to Mr Suharto, Mr Har- 
moko surprised friend and 
foe on Monday by asking the 
president to step down and 
convening a meeting of the 
four of parliament 

that could lead to an 
impeachment procedure. 
However, some believe his 


challenge was in fact -a thea- 
trical play directed by Mr 
Suharto. - 

Wiranto. General Wiranto, 
chief co mmand er of the 
armed forces, disappointed 
many moderate opposition 
groups who thought he 
would rise to. the occasion 
and persuade .Mr Suharto to 
step down peacefully. 
Tngfogrt j ha has matte a num- 
ber of bumbling statements 
that, to observers, reveal 
both his continued loyalty to 
the president and his weak- 
ness as a leader. 


Prabowo Sublanto. Mr 
Prabowo shot up the ranks 
of Indonesia's army to 
become commander of the 
strategic reserves earlier this 
year. Much of his rise he 
owes to hls marriage to Mr 
Suharto’s daughter, but be is 
also recognised as one of Che 
military’s sharpest minds. 
For many observers he is the 
dark prince in this Shake- 
spearean power struggle, 
accused of orchestrating last 
week's shooting of six stav 
dents and sparking the riots. 
But he appeared to. stick by 
his father-in-law and Gen 
Wiranto. preventing a split 
in the military. "If Suharto 
goes, Prabowo Is finished," 
one diplomat said. 

B.J. Habibie. Indonesia’s 
vice-president would be the 
constitutional successor to 
Mr Suharto if he were to 
step down. He; lacks any 
political base other than hte 
lifelong attachment to Mr 
Suharto. He has kept a low 
profile in recant days. 


China’s engines start going into reverse 


Seven consecutive months of falling prices, driven by chronic oversupply, are evidence 
of an acceleration in the deflationary trend, write James Kynge and James Harding 


T he herdsman stood by a 
stream near mountains 
that fell away like a Chi- 
nese painting. But when he 
was told he lived in a beauti- 
ful area, his face darkened. 

“Beautiful is beautiful, but 
life here Is poor," he said. 
The price of his six cows had 
fallen by two thirds in the 
past two years and he 
planned to sell them all this 
autumn. Tm getting out of 
herding. I'll be free,” he 
added. 

His condition is common 
right across China, not only 
among some 900m people 
who live off the land but also 
in primary industries and 
even among manufacturers 
malting successful new Chi- 
nese brands. 

Seven consecutive months 
of falling prices, driven by 
chronic oversupply, have 
slashed profit margins and 
forced farmers and corpora- 


tions to rein in future out- 
put The deflationary trend 
is not new, but It appears to 
be accelerating. 

“All across the region ~ in 
Taiwan, Japan, South Korea, 
south-east Asia and China - 
what we are seeing is a dra- 
matic, and I stress the word 
dramatic, intensification of 
deflationary pressures,” said 
Michael Taylor, chief econo- 
mist, Indosuez W.I. Carr 
Securities in Hong Kang. 

China's deflation was seen 
last year as a symptom of 
slowing growth but now it 
appears to be becoming a 
cause. Expectations of siz- 
zling demand and rising 
prices have long been a driv- 
ing force for corporate 
investments. But sustained 
price declines threaten to 
turn the entrepreneurial 
engines into reverse. 

Evidence of falling prices, 
both statistical and anec- 


dotal, is overwhelming. The 
retail price index fell by 2.1 
per cent in April, Its steepest 
monthly retreat yet. Price 
wars have broken out 
between suppliers of white 
goods, airline tickets, com- 
putes, cars, animal fodder 
and other products. 

Some petrochemicals 
prices are down by as much 
as 15 per cent year-on-year, 
the prices of some steel prod- 
ucts have fallen 20 per cent 
in the last year and the mar- 
ket price of some coal - 
which generates 75 per cent 
of China’s power needs - has 
fallen 25 per cent since the 
end of last year, company 
executives said. 

Chinese leaders have 
deflected gloomy scenarios 
of declining growth by say- 
ing that spending on fixed 
assets is to total U5$750bn 
over three years. 

But such figures can be 


misleading. Central govern- 
ment spending accounts for 
around 2 per cent rxf total 
fixed asset investment, 
meaning that China's lead- 
ers have limited direct 
power over investment. Most 
of the fixed asset spending in 
China is now determined by 
companies and banks, both 
of which increasingly take 
their cue from the 'market 

But it is not only deflation 
which may cause investors 
to hesitate. Exporters, which 
last year provided 20 per 
cent of gross domestic prod- 
. net growth, are finding com- 
petition from south-east 
Asian rivals increasingly 
tough, officials said. Exports 
grew 11.6 per cent in the 
January to April period, 
down 1A3 percentage points 
from the same period a year 
earlier. 

Foreign direct investment 
in April plunged 19.4 per 
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cent to $3.13hn from the 
same month a year ago. In 
the first four months ft grew 
by less than 1 per cent as 
investments from Japan. 
South Korea, Indonesia and 
Thailand fell sharply- Asian 
nations have provided more 
than 80 per cent of China's 
foreign, direct investment, 
which hit a record W5hn last 
year. 

The reform of state enter- 
prises, though It addresses 
fundamental industrial 
weaknesses, is also acting as 


a short-term brake on 
growth, economists said. In 
northern parts of China, 
where the drip-feed of state 
credit to ailing enterprises 
has at last been turned t$L 
growth rates are plungingr . 

Economists said that 
China was. becoming a two- 
speed economy, with the 
north ' and north-east 
unlikely to achieve tfye 
national target cif 8 per emit 
growth this year but the 
south-east possessing the' 
potential to surpass it The 


uneven distribution of 
wealth is troublesome to d 
government worried about 
social unrest 

But it has shown no sign 
of slackening its mission, to 
reform state enterprises 
within three years through, a 
programme cS staff lay-effo. 
mergers, acquisitions and 
bankruptcies. 

In feet, its response so for 
has “been to quicken the pace 
erf reform: "If you ride a bicy- 
cle slowly, ‘you are more 
likely to fall off,” said 


one Chinese economist 

But many believe that 
unless Beijing takes urgent 
measures to stimulate 
' domestic demand, deflation- . 
ary forces could sap eco- 
nomic vigour just at the 
tfme when swelling ranks of 
restive unemployed will be 
locking for a job. 

Shawn Xu, economist at 
Merry! Lynch in Hong Kong, 
identified housing reform 
and increased bond issuance 
to fond Infrastructure spend- 
ing as two ways to stimulate 
demand. 

Just last week, China 
unveiled a list of 117 key 
- infrastructure projects to be. 
-tarried, but this year, more 
single projects than in any 
previous year, according to 
the State Development and 
PlannftMr.QommissiOT. 

Also, China- plans to 
Increase housing loans to 
around RMBlQObn ($l2bn) 
tins year — RMB72bn more 
than 1 last year - but the offi- 
: rial Economic Daily last 
week described this an 
"inadequate” to ensure a 
national' growthrate of 8 per 
.cent 


Notification of Dividend 


The Annual General meeting 
held on May 19, 1998 con- 
firmed the distribution of a 
dividend of DM 2.00 per share 
valued DM 5.00 at par for the 
financial year 1997. 


The dividend will be paid on or 
after May 20, 1998 net of 25 % 
withholding tax plus an addi- 
tional surcharge of 5.5 % 
against submission of dividend 
coupon No. 16 as appropriate 
at one of the paying agents 
listed in issue No. 93, dated 
May 20, 1998 of the German 
"Bundesanzeiger" (Federal 
Gazette). 


In accordance with the Double 
Taxation Agreement of Novem- 
ber 26, 1964, as amended on 
March 23, 1970, between the 
United Kingdom and the 
Federal Republic of Germany, 
the withholding tax plus the 
mentioned surcharge in res- 
pect of shareholders resident 
in the United Kingdom is redu- 
ced to 15 %. To claim this 
reduction, shareholders must 
submit an application for 
reimbursement before 
December 31 , 2002 to the 
Bundosamt fur Finanzen, 
D-53221 Bonn. 


In the United Kingdom the 
dividend payment, which is 
free of charge, will be made in 
Pounds Sterling with conver- 
sion from Deutschmarks at the 
rate prevailing on the day of 
submission of the dividend, 
coupon and will take place 
through the London offices of 
the following companies: 


SBC Warburg Dillon Read, 
2 Finsbury Avenue, London 
EC2M 2PP. 


Deutsche Bank AG, London, 
6 , Bishopsgate, 

London EC2P 2AT. 


The Board of Executive 
Directors 

BASF Aktiengesellschaft 


D-67056 Ludwigshafen/Rhine 
May 20, 1998 
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Low prices hit big Kazakh oil project 


NEWS DIGEST 


By Robot Conte In Afyrau 

Shareholders - in 
Kazakhstan 's giant Tengiz 
oil field will have to stamp 
up more cash because tow 
world crude prices have 
undermined plans to self- 
finance the ambitious expan- 
sion of the country's premier 
economic project 
Managers at Tengizchev- 
roll (TOO), the Chevron-led 
operating company oversee- 
ing the |20bn development 
along the shores erf the Cas- 
pian Sea in western Kazakh- 
stan, confirmed yesterday 
that current revenues were 
no longer able to cover 


planned spending this year, 
which includes 8600m for 
capital projects and $200m 
fin: operating expenses. 

■Ken Godard, Tengiz's gen- 
eral director, said he had 
wanted shareholders - Chev- 
ron and Mobil of the US, the 
Kazakh ‘ government and 
LukArco, a Russian-Ameri- 
can joint venture - that the 
alternative to a “cash 1 can** 
was to slow the pace of 
e x pansion: “They told me to 
go ahead as planned," he 


TCO managers diyHwBfl to - 
say how modh money they 
had asked for, hut they con- 
firmed that spending over 


the next few months would 
be particularly heavy as con- 
tractors took advantage of 
summer weather to under- 
take maintenance ■ myl con- 
struction projects at the 
field, where more than 10,000 
workers are employed. 

• Tengiz is one of the 
10 biggest ofl fields in the 
world and Its development la. 
the centrepiece of Kazakh- 
stan’s ambition to became a 
leading petroleum exporter 
by the end of the next 
decade. TCO executives said 
they were confident that 
all shareholders would 
respond positively to the 
cash call, which would be 


Africa has a rare opportunity to 
prosper, but will it squander it? 

After decades of stagnation; there is a chance to rejoin the world 
economy. Victor Mallet reports on southern Africa's economic summit- 


reviewed each month. 

But there la uncertainty 
whether the Kazakh govern- 
ment - which is struggling to 
meet pension and state wage 
payments, will be able to 
meet Hs 25 per cent share of 
the Tengiz costs should tow 
oh prices persist - 
■ Last year, relatively high 

oil prices enabled TCO to 
return surplus cash to share- 
holders. Tengiz's total “eco- 
nomic contribution" to Kaz- 
akhstan Jastyear was about 
8210m in wageB, social 
spending, rail and pipeline 
tariffs, the distribution of 
surplus cash and royalties 
and taxes. TCO forecasts 
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suggest the total re turn this 
year will fall to about (175m, 
with direct payments to the 
government, such as royal- 
ties and tara , hit hardest 
because erf low world prices. 
The need for the state to 
inject funds directly into 
TCO threaten to erode that 
figure farther. . - 
Rising production, which 
last week reached a record 
200,000 barrels a day, has 
only partially offset low 
crude prices. Although oper- 
ating expenses have fallen 
from more than (17 a barrel 
in 1993 to just over (8 a bar- 
rel, transport costs can be 
more than (6 a barrel 


because TCO has only lim- 
ited access to pipelines 
through neighbouring Rus- 
sia, while the planned CPC 
pipeline linking the field 
directly to the Black Sea will 
not be ready until 2000. 

“What Tengiz really needs 
is a pipeline and higher ofl 
prices," according to Guy 
Hollingsworth, head of 
operations. He noted that 
Tengiz had been largely self- 
financing over the past three 
years. But oil prices, which 
have averaged about (14 this 
year, would need to rise to 
(20 to ensure that Tengiz’s 
planned expansion could be 
internally funded. 


T here were more than a 
few cynical groans from 
the assembled chief 
executives, politicians and 
economists when Michael 
Jackson, wearing bright red 
lipstick, made a surprise 
appearance at this week's 
-southern Africa economic 
summit In Namibia and told 
them to take better care of 
“the children- of the uni- 
verse". 

But his audience of 200 
greying senior - managers 
could no more find fault 
with his bland message than 
■ they could disagree with the 
- exhortations by other speak- 
ers for further political and 
- economic reform in Africa. 

The theme of the summit, 
organised by the Switzar- 
, land-based World Economic 
■ Forum, was the need far 
southern Africa to compete 
' In the world economy after 
decades of war, stagnation 

and danHwa. 

Delegates were told that 
Americans, from President 
Bill Clinton down, were 
finally interested In Africa. 

The cnnthwint should Irinka 

the most of the world’s 
attention to attract invest- 
ment Southern African lead- 
ers should consolidate 
democracy, embrace high 
technology, integrate their 


economies to give the region 
more clout, and above all 
continue economic reforms 
that bad already produced 
higher growth. 

"Despite all the misgivings 
we may have about going 
global, it has ceased to be a 
matter of choice," said Eaire 
Mbuende, executive secre- 
tary of the 14-nation 
Southern African Develop- 
ment Community. “Going 
global is a matter of sur- 
vival.” 

African presidents and 
ministers from South Africa 
to Ewmhlw wiario all the. right 

noises, embracing “open- 
ness", "transparency" and 
“efficient governance". . 
There was barely a whiff , of 
the inward-looking national- 
ism OT the ManriwM *w<rria » 
rhetoric that brought many 
of them to power. - 

It took the boyish-looking 
bat combative economist Jef- 
frey Sachs, director of the 
Harvard Institute for inter- 
national Development, to 
deliver the bad news. “The 
situation is promising but at 
the name timn dire," he said. 
"Reforms are too slow. They 
are too grudging on the one 
hand and they are receiving 
insufficient support when 
they do occur an the other." 

Mr Sachs is famous for his 


scorn of the International 
Monetary; Fund and the 
World Bank. He earned 
applause this week for morn- 
ing the adoption of their 
failed African structural 
a d jus tment plans to "being 
in the dentist’s chair for 10 
years", and he noted that 
they failed to release the 
ranffnPTrt from debt or from 
its dependence on commod- 
ity exports. 

But Mr Sachs also put his 
finger on the weakness 
could yet derail a recovery 
already being halted as “an 
African renaissance”: many 
.African leaden paid Up ser- 
vice to reform and free mar- 
kets because they wanted to 
attract International invest 
Tnent, not because they 
really believed in free-mar- 
ket principles. 

T he thgmp was taken up 
in the two days of pri- 
vate meetings. Business 
executives complained that 
some African Investment 
promotion agendas allowed 
proposals to gather dust for 
months before considering 
them. It was true that 
i n ves tmen t returns in Africa 
were high, but the "hassle 
factor” of bureaucracy and : 
corruption sometimes made 
them long for Latin America 



Or eastern Europe. 

African states such as 
Malawi spoke about open- 
ness but then made it 
extraordinarily difficult for 
foreign investors to obtain 
work permits for e xp atriate 
staff Zambia was staffing an 
the pri v atisa tion of its loss- 
making copper mines. Zim- 
babwe under Robert Mugabe 
was corrupt, undemocratic 
and wav e rin g in Us commit- 
ment to e conomi c restructur- 
ing. 

Only President Joaquim 
Chlssano of Mozambique 
won unanimous praise for 
his consistent approach to 
reform: the economy is 
expected to grow by nearly 
10 per cent this year. 


But while presidents and 
economists, including Mr 
■Cflnhc called for t. hp cancel - 
latum of onerous foreign 
debts, there was disagree- 
ment about whether African 
governments should be 
required to commit them- 
selves to further reform in 
exchange far debt write-offs. 

"I’m a little perturbed 
about the populist ground- 
swell that same of the politi- 
cians raised," said Nico 
Czypkmka, group economist 
of South Africa’s Standard 
Bank, pointing out that 
some of thorn hurt arrived in 
expensive pri v at e jets with 
large entourages. Govern- 
ments might be right to ask 
for debt forgiveness, he said. 


but they needed “to make 
absolutely sure that the neg- 
ative and squandering 
actions of the past are not 
going to be repeated in the 
future". 

Almost everyone at the 
summit agreed on two 
things: that Africa had a 
rare op port un ity to prosper, 
and that its leaders needed 
to take immediate action to 
entrench reform if they were 
not to lose that opportunity. 
The solution to this prob- 
lem must come overwhelm- 
ingly at this point from 
within Africa," said Mr 
Sachs. It is a message, critics 
might say, that Africa has 
heard, and ignored, several 
times before. 


BORDER DISPUTE 


Ethiopia warns of danger 
of all-out war with Eritrea 

Ethiopia said yesterday its border row with Eritrea could 
develop into a full-seals conflict and urged the Internationa] 
community to pressure Asmara Into quitting its territory. In a 
statement issued after a meeting with foreign diplomats in 
Addis Ababa. Seyoum Mesfin, foreign minister, said Ethiopia's 
patience had been stretched to the limit and warned 'neces- 
sary measures" would be taken. 

"In case we go into full-scale conflict, due to Eritrea's failure 
to heed Ethiopia’s call for unconcfitlonal withdrawal of its 
troops, Ethiopia would like the international community to 
appreciate how we handled the conflict Imposed on us," Sey- 
oum said. 

Ethiopia and Eritrea have disagreed peacefully over their 
lengthy border since 1993 but the spat turned violent this 
month with both skies accusing the other of Invading the 
other. Eritrea admits its army engaged Ethiopian forces on 
May 6 but insists It has merely retaken land which Its neigh- 
bour grabbed six months earlier. Reuters, Adds Ababa 

CANCER DRUG TRIALS 

Encouraging results for Taxol 

Taxot. the cancer drug manufactured by Bristol-Myers Squibb 
from yew tree needles and twigs, significantly Increases sur- 
vival when used in chemotherapy for ovarian cancer, accord- 
ing to clinical trial results released last night The American 
Society of Clinical Oncology meeting In Los Angeles heard 
that a drug combi nation Including Taxol Increased average 
survival from 25 months to 35 months when used Instead of 
standard chemotherapy. 

Data from the trial, which Involved 680 women to Europe 
and Canada, will increase pressure on European doctors to 
prescribe Taxol. Many have bean reluctant because they dkJ 
not feel foe drug’s benefits justified its exist - about £7,500 
(SI 2,525) per patient in foe UK. Cfive Cookson, London 


ISRAEL) TORTURE 1 

Shin Bet methods criticised 

Israel’s security service, Shin Bet, tortures at least 850 Pales- 
tinians a year, according to a report published yesterday by 
BTsefem, the independent Israeli Information Centre for 
Human Rights In the Occupied Territories. But Ami Ayaton, 
Shin Bet chief, to a recent affldvalt to foe High Court, darned 
"irregular methods of interrogation thwart terrorist attacks". 

Based on evidence from former detainees, BTsalem said 
prisoners were held in isolation in cramped and filthy condi- 
tions, often for several months. Their interrogators used Sha- 
beh, In which the detainee's hands and legs are shackled to a 
small chair angled to slant forward, while hb head b covered 
with a sack and loud music b played non-stop. 

Shto Bet has admitted to using Shabeh, as wall as Qambaz, 
or "frog position" In which foe detainee b forced to squat on 
hb toes with Ms arms tied behind him. If he falls, he is beaten 
or kicked. Shin Bet also uses violent shaking. The United 
Nations Committee against Torture fob week criticised Israel 
for the use of torture. 

An inquiry set up by Landau Commission in 1987 permitted 
Shin Bet to apply "moderate physical pressure, under certain 
circumstances. Judy Dempsey, Jerusalem 




World loader In Environmental 
Services and ona of the major 
European loaders In Communl- 
xatton and Construction, Vivendi 
employs 220,000 people In 90 
countries. Its turnover Is close 
to $35 bn and Its net Income is 


. expected to exceed $1.1 bn In 1998. 
Vlvendi's market capitalisation 
Is dose to $ 30 bn (mid 1 998). Vivendi is part of the Dj Euro Stoxx 50. 

In Europe too, Vivendl’s activities are every day helping to improve the quality of 
life for millions of people and the company has annual sales here of more than $30bn. 

Through Vivendi and Its subsidiary Compagnle G6n6rale des Eaux, more than 
35 million Europeans have the benefit of our water and waste-water facilities. With 
their services geared to quality and convenience, our teams are active In France, the 
UK, Spain, Italy arid Central Europe in particular. 

Vivendi is also the leading European company In the field of heating energy 
management. The Compagnie G£n8rafe de Chauffe ensures heat and comfort for 

several million people In 23 European countries. 

Through Onyx, Vivendi provides waste, management services all over Europe in 
major cities such as Paris, London (City of Westminster) and Birmingham. Onyx is active 
across the whole' chain of urban cleaning; recycling and in waste recovery and incineration. 

In the field of public road or rail transport (through CGEA in Nice, through 
Connex in London, through DEG In Munich and elsewhere in Europe), Vivendi carries 

more that 600 million European passengers per year. 

The Channel Tunnel, the Vasco da Gama Bridge In Lisbon and the Stade de France 
are all the state-of-the-art technical achievements of Vlvendi’s SGE construction subsidiary. 

. 7 CGIS. Vlvendi's property subsidiary is the leading commercial property operator 
in Europe, building almost 10,000 individual and group units each year. 

Quality of life for today and tomorrow means the exchange of images and 
Information. Vivendi through Cegetel and Havas inactive In mobile and fixed telephones, 
the Internet, publishing and multimedia.' Vivendi is also a share holder of Canal Plus, 
the European Jeader In pay-TV and digital TV. .-A ; ■- 
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EXTRA-TERRITORIAL DISPUTE 


MILLENNIUM ROUND EU TRADE COMMISSIONER ENCOURAGED BY APPARENT US SHIFT OF POSITION ' ;; 


France wary 
of sanctions 


Brittan welcomes 
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By Frances Wttams and Guy de 
Jonfuferu ta Geneva 


agreement 


By NBA Buckley in Brussels 


France's finance minister, 
Dominique Strauss-Kahn, 
yesterday called the US- 
European Union agreement 
resolving the dispute over 
the US extra-territorial trade 
laws a “step forward" - but 
warned that France would 
remain -vigilant on the 
issue. 

Mr Strauss -Kaho distanced 
himself from earlier reported 
comments by French offi- 
cials at Geneva's meeting of 
ministers at the World Trade 
Organisation which 
suggested the deal was unac- 
ceptable and that France 
would oppose it at a foreign 
ministers' meeting next 
week. 

The deal on US sanctions 
laws on companies Investing 


'This is not the 
end of the story. 
But this is 
progress’ 


in Cuba, Iran and Libya was 
reached at Monday’s EU-US 
s ummi t after intensive last- 
minute negotiations. But it 
must be approved unani- 
mously by EU ministers, 
while US President Bill din- 
ton must persuade Congress 
to amend sanctions laws to 
ensure European companies 
are not affected. 

Speaking in Brussels, Mr 
Strauss-Kahn made clear 
France could live with the 
deal, though it was not com- 
pletely happy with all its ele- 
ments. He welcomed the US 
agreement to lift the threat 
of sanctions on Total, the 
French oil company which is 
involved in a $2bn gas proj- 
ect in Iran. But he added 
this was essentially an 
“internal” US decision. 

“The French authorities 
have already considered, as 
has the EU itself, that Amer- 
ican laws could not affect 


companies from third coun- 
tries, in line with interna- 
tional law." 

He also welcomed the 
agreement in principle on 
protection of investments, 
but warned France would 
make sure the agreement 
was followed, and that all 
extra-territorial or retroac- 
tive laws adopted by the US 
were blocked. 

“Thera is not complete 
happiness; this is not the 
end of the story.” said one 
French nffirini “But this is 
progress. We will not reject 
it" 

The French finani* minis- 
ter also welcomed Monday’s 
agreed text on strengthening 
EU-US trading links, stress- 
ing that it stopped well short 
of the “New Transatlantic 
Marketplace" (NTM) propos- 
als adopted by the European 
Commission in March. 
France vehemently opposed 
those plans, blocking their 
discussion at the summit. 

“France notes with satis- 
faction that the Commis- 
sion’s initial approach has 
been abandoned in favour of 
a gradual and pragmatic 
approach, based on a broad 
dialogue between businesses 
and civil society,” Mr 
Strauss-Kahn said. 

French officials are pri- 
vately concerned that resolu- 
tion of the dispute over 
extra-territorial laws could 
be seized on by Sir Leon 
Brittan. EU trade commis- 
sioner, as a chance to 
relaunch his NTM initiative. 

They fear sensitive sub- 
jects such as agriculture and 
audiovisual services could 
not be kept out of such talks 

- despite assurances to the 
contrary from the European 
Commission. 

Mr Strauss-Kahn insisted 
that the NTM’s central ele- 
ments — a transatlantic free 
trade area In services and 
removal of industrial tariffs 

- had been “abandoned", 
with priority given to multi- 
lateral rather than bilateral 
trade negotiations. 


President Clinton's call for 
the launch of new global 
trade talks in the US next 
year, and for the World 
Trade Organisation to be 
more sensitive to environ- 
mental, social and consumer 
concerns, met a mixed reac- 
tion yesterday from other 
WTO mpmh evs an^ environ- 
ment and labour groups. 

Sir Leon Brittan, Euro- 
pean trade commissioner, 
who first launched the cam- 


paign for a millennium 
round of trade negotiations, 

said he was encouraged by 
the apparent shift In the US 
position. 

“I regard this as a step for- 
ward. It is a substantial step 
towards US commitment to a 
round,” Sir Leon said. 

The US has previously 
favoured sectoral negotia- 
tions and has shied away 
from a comprehensive 
round, fearing that could 
force negotiations in all 
areas to move at the pace of 
the slowest - most likely to 


be agriculture which is a. 
sensitive issue for Europe 
and Japan.. 

President Clinton, In his 
speech un Monday to the 
WTO, said governments 
needed to consider new ways 
of negotiating. “We should 
explore whether than is a 
way to tear -down barriers 
without waiting for every 
issue in every sector to be 
resolved before any issue in 
any sector is resolved," he 
said.. 

Charlene Baxshefsky, US 
trade representative, said 


yesterday that the US had 
neither endorsed , a compre- 
hensive trade round nor sec- 
tor-by-sector negotiations 
but wanted all options exam- 
ined before mxntstera meet 
late next year in the US. . 

The Uruguay Bound agree- 
ments require negotiations 
to start <m apiculture arid 
services by the year SKIOO but 
many , western ■go vernm ents 

want other subjects added to 
the tnrfruHng 1 indus- 

trial tariffs, intellectual, 
prope r ty, investment . and' 
axa q iet i tton policy. ■ 


President CUnton's propos- 
als oU'inaktngtheWTO 
more open to enyiTOiunenial, 
labour and ^consumer views, 
echoed yesterday fey Presi- 
dent Nelson Mandela of 
South Africa and Britain’s 
prune mtojstear Jcny Blair,. 


labour link .at .their lift 
meeting In-Singapore ih 1996 
and the- subject was dosed . 

. On the environment the 
WWF-Wortdwide Fuad lor 
Nature praised Mr CUntwft- 
initiative, especially lot 
more transparency tai the- 


r 


cally by trade union groups. 

11]]] Fischer, Austr alia's 
trade minister, said the WTO 
system could be dandled by 
the' addition of too many 
non-trade Issues; Indian dip- 
lomats said trade ministers 
h ad already rejected a trade- 


' But US environmental' 
leaders said results, not rhet- 
oric, .would, determine . 
whether the Clinton admin- 
istration would secure the. 
fast-track negotiating, 
authority . it is expected . to - 
seek next year. 



TARIFFS CALL FOR REDUCTION, 


Blair in trade 


plea for third 
world nations 


By Boy do Jooquftres 


In a speech to the WTO ye ste rd a y, Prwidant Fatal Castro of Cuba angrily condemned m "confusing, contratBctaty and thratfwUng” an . 
agreement b e t ween the US and European Union ahnwi at andfcig Bwlr dispute over the US Hehne-Buiton law against Cube Routers 


Pact on electronic commerce 


By 6uy da Jtaqniiras 


Members of the World Trade 
Organisation last night 
agreed not to impose cus- 
toms duties an international 
electronic transactions and 
to establish a comprehensive 
work programme to recom- 
mend how they should deal 
with the development -of 
electronic commerce on the 
internet 

Governments hacked -a 
jdraft -declaration calling 
for a study of “all trade- 
related issues relating to 
global electronic commerce” 
to be completed in time for 
the WTO’s next ministerial 


meeting late next year. 

The US, with European 
Union support, has been 
pressing other WTO mem- 
bers hard to commit them- 
selves to keeping electronic 
transmissions duty-free, 
and for action to set guide- 
lines for the development of 
electronic commerce. How- 
ever, they initially faced 
indifference or resistance 
from many .developing coun- 
tries. 

The US doubted until 
recently whether all the 
WTO’s 132 members would 
be prepared to go altn^j wtth 
the proposals, and suggested 
that approval should be 


sought only from a small 
group. 

However, developing coun- 
tries appear to have been 
satisfied by assurances in 
the draft that the planned 
study would take into 
account their special eco- 
nomic, flmmrial and devel- 
opment needs, and that any 
decision on the work pro- 
jjramme -beyond , the next 
ministerial meeting would 
be taken by consensus. 

EU officials claimed last 
night that the wording, of the 
declaration meant that it 
would cover issues such as 
data protection and privacy, 
as Brussels wants. .. 


But tiie US, which believes 
these matters should not be 
subject to government regu- 
lation, has been keen to have 
them excluded from the 
study. 

On Monday, nine develop- 
ing countries led by : Pakis- 
tan and lndiablocked quick 
agreement on a modified US 
proposal -m- spite -of n -cafl 
from President Bfit Clinton 
Tor support. 

“We cannot allow discrimi- 
natory barriers to .sbmt the 
development -of the most 
promising new economic 
opportunity in d ecad es," Mr 
CEntcm told the WTO gath- 
ering cm Monday.--. 


international efforts- to 
frnprove protection of the 
environment and uphold 
core labour standards must 
not lead to trade barriers 
against developing coun- 
tries’- exports, Tony Blair, 
Britain's prime minister, 
said yesterday. 

He told a ministerial meet- 
ing of the World Trade 
Organisation in Geneva that 
protecting the environment 
was “perhaps the major chal- 
lenge we face as we - head 
towards the next century”, 
and should be reflected in all 
government policies, includ- 
ing trad a - 

But “trade rules should 
not be used to impose unfair 
standards on developing 
countries, nor to discrimi- 
nate against their exports." 
Efforts to promote labour 
standards should centre an 
the International Labour 
Organisation and should not 
beam® a harrier to frdde. - 

The trend towards free 
trade had become irrevers- 
ible, and the biggest task fac- 
ing the WTO was to ensure 
its benefits were widely 
shared. 

Mr Blair urged WTO mem- 
bers to reduce to zoo tariffe 
on exports from developing 


countries. The UK was set-, 
ting aside $20m to help the . 
poorest countries adjust to 
integration with the global 
economy, he added. 

' Economic and social, 
changes caused by technOt-- 
ogy and globalisation left -, 
many people feeling power- ', 
less and insecure. The choice \ 
lay between resisting j 
change, or acting together to ■ 
ensure people were equipped 


'Governments 


must resist 

protectionist 

pressures’ 


to handle it effectively. 1-. 
“Resistance is easy to 1 
demands, but wont work 
and. will spoil the good glo- t" 
haHsartnn can bring. r 

“Laissez-faire will leave us | 
divided and bitter. Working f . 
together to maxbwse the 
good and minimise the bad 
is the only realistic option." 
Governments must resist 
protectionist pressures and > 
extend trade liberalisation, 
but not. at any cost They 
must also maximise benefits 
of electronic commerce. 
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By Jenny Luesfay In London 


The growth in worldwide 
sales of central nervous sys- 
tem drugs, mainly anti- 
depressants. outstripped all 
other types of prescription 
drugs In the year to Febru- 
ary 1998. Sales climbed by 13 
per cent 

Driven by sharp rises in 
the US, UK, Spain and 
Mexico, sales or these brain- 
affecting drugs grew by $2bn 
compared with a year earlier 
to SZSJSbn in the world's 13 
largest drugs markets. 

Meanwhile, the overall 
value of prescription drug 
sales in these 13 countries 
grew by 6 per cent to 
$178.1 bn, according to fig- 
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‘Severe consequences’ threatened and special review instituted 
after parliament votes to remove import restrictions 


By Gwen Robinson 
taWaangtam 


ores published today by IMS 
Health, the healthcare infor- 
mation company. In the 
world’s largest therapeutic 
categories, cardiovascular 
and alimentary drugs, sales 
rase by 7 per emit and 4 per 
cent to S35.4bn and 829-Zbn. 

Regionally, the growth of 
prescription sales remained 
constant at u per coot In the 
world's most important 
drugs market, the US. How- 
ever, in Europe, growth 
accelerated in Germany, the 
region's largest drugs mar- 
ket, and In Spain. 


Spain is Europe’s mast 
rapidly expanding drugs 
market as a result of the 
country's ageing population 
- the elderly account for 74 
per cent of Spain's drugs 
bflL Prescription drug sales 
in the country rose by 11 per 
cent in the 12 months to Feb- 
ruary 1998. 

in Germany, the annual 
rate of growth climbed from 
2 per cent to 3 per cent 
between January and Febru- 
ary, despite efforts to damp 
down on healthcare budgets. 
Most of the growth came in 


prescriptions far anti-infec- 
tivea, mainly HIV products, 
and anti-depressants. 

According to IMS, pre- 
scriptions in Germany have 
fallen by &4 per cent since 
1992 in volume terms. How- 
ever, in value terms they 
have increased by 10 per 
ceit, with a significant pro- 
portion of the remaining pre- 
scriptions moving to more 
expensive products. 

Moreover, despite the 
boost to over-the-counter 
drugs caused by the replace- 
ment of some prescribed 


drugs with self-medication, 
Europe's OTC sector contin- 
ues to suffer from severe 
overcapacity, says IMS. 
Some 3,635 companies are 
producing OTC drugs in 
Europe, hid just 236, or 6.5 
per cent of them, account for 
70 per cent of sales. 

Since 1994, annual growth 
rates In the sector have 
declined each year. But the 
foil was particularly sharp 
last year, when a poor cough 
and cold market led to a 
decline of around $70m in 
OTC sales in Europe. 
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The US has threatened 
action against New Zealand 
for its abrupt move to 
remove restrictions cm paral- 
lel Imports - allowing 
importers to bring in brand-, 
name goods without a fran- 
chise. 

New Zealand has become 
the first country in the 
Organisation for Economic 
Co-operation and Develop- 
ment to open its market to 
parallel imports, after parlia- 
ment voted at the weekend 
Immediately to lift the ban. 
The vote followed the gov- 
ernment's awnnune^wnura - of 
the measure in the national 
budget late last week. 

Charlene Barshefeky, US 
trade representative, had 
convened an immediate spe- 
cial review of Wellington’s 
decision, said Josiah Bee- 
man, US ambassador to New 
Zealand. Mr Beeman this 
week publicly condemned 
New Zealand’s action and 
warned “severe conse- 
quences " of the move -that 
would go “for beyond the 
Ne w Zealand market". 

New Zealand’s decision is 
particolariy .sensltive for US 
Car, pbayiTia<r» n ti«q and CD 
manufacturers, which Claim 
.large market shares through 
exclusive marketing daajs in 
the country. 

However. Mr Bemoan said 
the issue was not a bilateral 
ma tt er. "Rather, it is a prece- 
dent-setting actio o' by. ah 
OECD nation that could 
have an adverse impact on 
overall, world trade," he said. 

In a sharp response in US 
I protests, Jenny Shipley , New 
Zealand prime minister, 
warned the'US to stop inter 
fering In 'New Zealand 
affairs: “We will hot be told 
how to arm .our .country." ./ 

Some domestic business 
groups have warned the 
move could trigger a flood of 
cheap imports and under- 
mine investment and intel* 
lectuaJ property rights in the 
country. But the g o ver nment 
Insisted that removing the . 
ban would benefit consmn- 
as through lower prices and. 
wider availability of goods,’ 

which are .currently touted 

through exclusive franchise 


networks. At the same time, 
the government would 
increase protection of copy- 
right holders' rights through, 
stififer p e n altie s for imparts 
of pirated goods, said John 
Luxton, commerce minister. 

; Consumer groups, import- 
ers and retailers welcomed 
the move and the Manufac- 
turers’ Federation said the 
“advantages would outweigh 
the drawbacks” as manufac- 
turers would be able to buy 
cheaper machinery and 
equipment 

The Australian govern- 
ment, which has been fight- 
ing a sirntiar battle in parlia- 
ment to remove parallel 



Jvntiy Shipley: toM US to stop 
federfertag In NZ affairs 


import restrictions on CDs, 
hailed New Zealand’s deci- 
sion. “The NZ decision was 
ta ke n , in support of a more 
open and competitive econ- 
omy and in the interests of 
consumers and local busi- 
nesses," Daryl Williams, 
Australian attorney-general, 
and Richard Alston, commu- 
nications minister, said In a 
Joint statement. 

Th& Australian govern- 
ment's proposed legislation 
has been blocked in parlia- 
ment's upper house by oppo- 
site! parties. The deadlock 
revolves around claims by 
the recording industry and 
artists that the removal of 
restrictions would .flood Aus- 
tralia with axmt&Mi CDs. 

The Australian govern- 
ment said New Zealand's 
move .showed such 
were spurious, and provided 


“a ringing endorsement" of • 
the government's determina- 
tion to ensure “all Austral- 
ians benefit from cheaper - 
CDS." 

Political analysts said the 
parallel importing decision 
Was motivated by a push to 
deregulate the motor vehicle 
industry, and was hastily 
introduced to accompany a 
decision to abolish vehicle 
tariffs of 22.5 per cent. 

A five-year scheme to 
phase, out vehicle tariffs, 
which initially stood at 35. 
per cent, was introduced by 
the coalition when it gained 
power two years ago. At the - 
same time, the government 
facilitated tariff-exempt 
imports of used cars, which 
grew rapidly last year to 
make NZ the world’s largest 
market for Japanese used-' 

. vehicle exports. Also in 1997, 
the government decided to 
accelerate the schedule fix 
phasing out new* vehicle tar- - 
iffs to 200a 

But New Zealand's vehicle 
importers and assemblers. '< 
including Toyota, Nissan : 
and Chrysler, were still able 
to use provisions of the r 
country’s copyright legisla- ■ 
tiao to block imports of near- 
ly-uew cars. The end of par- 
allel-import restrictions has 
ended that right. Motor 
industry executives warned 
this week the move would ■ - 
undermine confidence 
among foreign investors. 
“By legislating the sub- 
stance out of impart restric- 
tions, the government has - 
opened the market to every 
man and his dog to dump - - 
anything they want in New 
Zealand," said David Cum- 
.ming. Chrysler Jeep’s New 
Zealand general manager. 

“In a wider context, the deri- 
sion will lead people to ques- 
tion their investments In the - 
country if people can sell 
anything they like off the . . 
back of a truck." 

New Zealand-based - car. 
makers and importers hare 
launched a campaign to pro- 
test against the govern* 
meat's decision, claiming 
the legislation would under- ' 
mine intellectual property ' 
rights and remove manufac* ' 
hirers’ rights to control the’ 
image of their brands is the 
marketplace. 
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Conservative leader heaps scorn on euro 
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By George Partoer in 
Fbfitaa&bleau and 
Liam KaBfganbi London 

William Hague, leader of the 
opposition Conservative 
purty. yesterday re-ignited 
his party's long feud over 
Europe, when be delivered 
the most Eurosceptic speech 
by a leader of his party since 
Margaret Thatcher. 

Mr Hague, speaking in 
Fontainebleau, France, 
warned against further 
European integration, claim- 
ing it could lead to the kind 
of violent, popular revolts 


seen recently in Asia. 

He argued that the single 
currency conld herald a 
political union, with tax and 
public spending decisions 
taken centrally in Brussels. 
"I fear the European Union 
is in danger - in danger oT 
accepting without debate a 
political destination agreed 
40 years ago,” he said 

His speech to the INSEAD 
business school infuriated 
pro-European members of 
Ms party, who said it 
painted a bleak and false pic- 
ture of an integrated Europe. 
Kenneth Clarke, who was 


chancellor of the exchequer 
in John Major's government, 
accused his leader of becom- 
ing “over-excited about inev- 
itable continental integra- 
tion." If Conservatives could 
not reunite over Europe, “we 
aren't going to win any elec- 
tions, we aren't going to 
come back from opposition.” 

Michael . Heseltine. for- 
merly Mr Major’s deputy 
prime • minister, said Mr 
Hague had made “a speech 
without an audience, which 
will be greeted by others in 
Europe with an incredulous 
shrug of shoulders.” 


Mr Hague, a former 
INSEAD student, insisted his 
generation had an obligation 
to map an alternative vision 
of Europe's future. He 
stressed the need to enlarge 
the EU to the east, without 
requiring new members to 
join the single currency or to 
become part of a deeper 
political union. "The nation 
state is not an outmoded 
concept, bnt is. the best for 
true democracy." he said. 

In the most striking sec- 
tion of his speech, Mr Hague 
claimed that a centralised 
EU would be undemocratic. 


and could provoke a rise of 
the extreme right and popu- 
lar unrest “In Asia those 
countries that have had the 
most violent reactions to the 
financial crisis have been 
those countries that do not 
have the safety valve of dem- 
ocratic elections.” he said. 
“How will the peoples of 
Europe react to a recession 
without the electoral means 
of changing the people 
responsible?” 

Mr Hague has promised to 
fight the next election with a 
pledge not to take the UK 
into a single currency in the 


Japan’s image of 
UK puts gardens 
above technology 


‘Cool Britannia’ still 
has to contend with 
dated perceptions, 
reports Bethan 
Hutton from Tokyo 

W hen the Emperor of 
Japan visits London 
later this month, mil- 
lions of Japanese will be 
deeply envious. Not because 
the emperor will be in the 
world’s “coolest" dty. with 
all the latest in food, fashion, 
and music at his feet, but 
because he may be allowed a 
privileged glimpse of Buck- 
ingham Palace gardens. 

Britain has a very strong 
brand image in Japan, but 
one set firmly in the past 
Just ask any taxi driver: 
London is a fog-bound city, 
little changed from the days 
of Sherlock Holmes; every 
English lady sits down daily 
to afternoon tea and scones 
on floral-patterned china; 
and English gentlemen 
invariably buy their suits 
from Savile Row. 

These traditional percep- 
tions can work to the UK's 
advantage. Export sales of 
Liberty and Laura Ashley 
goods, Fortnum and Mason 
teas and Rover's Mini would 
not have been so high with: 
out them. Britain also bene- 
fits from .the coachloads, of 
Japanese tourists wanting tor 
eat roast beef, drink tea and 
visit Beatrix Potter's cottage, 
in the Lake District 


But recently there has 
been a growing feeling that 
perhaps Britain’s image has 
relied too heavily on the tra- 
ditional to the detriment of 
industries offering modem 
design and high technology 
products. 

The rebranding of Britain 
was under way in Japan 
long before the Labour gov- 
ernment launched its “Cool 
Britannia” initiative. Cur- 
rent efforts to promote 
Britain Can be traced back to 
the last UK ambassador to 
Japan and the UK-Japan 
interpar liamentar y group - 
all distinctly “old Britain” 
from the days of John Major, 
the Conservative prime min- 
ster whose government was 
ousted by Tony. Blair’s 
Labour party last year. 

For the whole of this year, 
the Japanese are being bom- 
barded with information and 
images of Britain as part of 
Festival UK38. Although the 
festival, includes plenty of 
Victorian art, and the usual 
department store tea and. 
teddy bear promotions, it 
also aims to promote Britain 
as a source of advanced sci- 
ence. technology and design. 

Centrepieces of the festival ‘ 
include a display of master- 
pieces from the Tate Gallery 
in London, an exhibition 
fas a the Sdenc&Museum,.a 
British lifestyle exhibition, 
fashion shows and science 
seminars. 

— Btti Japanese tastes do not 
always move in concert with -. 







A Chetaaa Pensioner - one of a special group of retired British army ve te rans - was one of the first of 
thousands of gardening enthusiasts at London's Chateau Flower show. Thousands of visitors are 
expected every day ihfe week at Britain’s (sorting horttarifural event Lydb van der Mger 


publicity campaigns. While 
The Full Monty played to 
packed audiences, and Paul 
Smith suits are selling well, 
tiie hottest British export in 
Japan at the moment is tra- 
ditional British gardening. 

Stores ace devoting whole 
floors to displays of seed 
packets; trowels and terra- 
cotta planters. Television 
programmes and magazine 
articles demonstrate how to 
reshape a lew square metres 
of balcony in the style- q£ an 
English cottage garden. A 
recent event at' the British 
embassy in Tokyo, when 
British gardening experts 
explained -the finer, points of 


creating hanging baskets, 
drew crowds of people tak- 
ing detailed notes. 

The British Tourist 
Authority last year pub- 
lished themed tourist maps 
of the UK showing popular 
film-locations or sites associ- 
ated with pop groups. But 
the one most in demand in 
Japan has been the guide to 
British country house 
gardens. 

David Quarmby, chairman 
7 of the British Tourist 
' Authority, said on a recent 
visit to Japan that the idea 
of “old meets new” was the 
theme for the BTA in Japan. 
TbeBTA's office in Japan 


has sponsored the publica- 
tion of Channel Loudon, a 
magazine aimed at teens and 
twenties, which shows the 
bits of tiie capital and its 
lifestyle that most Japanese 
tour groups never see. Vir- 
gin Atlantic, with its 
younger, cooler image, 
carries planeloads of young 
Japanese to London. 

The concern in some quar- 
ters is that if Britain tries 
too hard to push a modern 
image, admirers of tradi- 
tional Britain could he put 
afL Already, word is spread- 
ing in Japan that some of 
the gardens of New Zealand 
are jUSt as charming. 


Inflation rises to 
first time in six 


4% for | Competition 


years bill is attacked 


By Robert Cbrtq, 

Economics Editor 

Inflation hit 4 per cent for 
the first time for almost six 
years last month, threaten- 
ing further upward pressure 
on pay settlements. 

The decisions in the Bud- 
get in March to cut tax relief 
on mortgage interest pay- 
ments and bring forward 
increases in fuel duties 
pushed inflation up by half a 
percentage point in April. 
But excluding indirect taxes 
and mortgage interest pay- 
ments. Inflation rose only 
from 2.1 to 12 per cent. 

Separate figures showed 
that the government spent 
I3.4bn (S5.6bn) less than it 
raised in taxes last month, 
in part because of income 
tax on big bonuses. The debt 
repayment underlined the 
recent sharp improvement in 
the public finances, but also 
suggested that economic 
activity may be more robust 
than other official statistics 
imply. 

Underlying inflation - 
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which excludes only mort-. 
gage interest payments - 
rose from 2.6 to 3 per cent In 
April, taking it further above 
the government’s 2.5 per 
cent target. The Treasury 
said the increase was in line 
with its Budget forecast and 
that the tax effect would 
begin to unwind in July. 

Financial markets con- 
cluded that tiie figures made 
another rise in interest rates 
slightly more likely. The tax 
increases are supposed to 
squeeze domestic spending 
and reduce inflationary pres- 


sure. But they could add to j 
Inflation if employees secure 
bigger pay rises to compen- 
sate and employers pass the 
cost on to their customers. 

’ “I dent want another bout 
of wage inflation in the UK 
and I think everyone has 
responsibilities to play in - 
this respect,” Gordon Brown, 
chancellor of the exchequer, 
said. “Nobody is going to be 
complacent about inflation”. 

Employees would have 
needed a 4.1 per cent pay 
increase In the year to April 
to protect their living stan- 
dards against higher taxes 
and prices, compared with 
only 2.6 per cent In the year 
to March. The Bank of 
England, the UK central 
bank, fears that companies 
might accede to big pay 
demands, because of the 
tight labour market 

Marks & Spencer, the 
retailer, announced yester- 
day that it would spend 
£ 80 m giving its staff pay 
rises of between 4 and 5J25 
per cent plus another £50m 
in profit-related bonuses. 


By David Wgbton, 

Poetical Correspondent 

The government was 
attacked yesterday over its 
competition bill, and the 
opposition Conservative 
party Is to propose an 
amendment that would give 
automatic protection to all 
prin tin g agreements. 

Ian McCartney, the indus- 
try minister, was challenged 
to say whether the competi- 
tion bfll would outlaw news- 
paper industry agreements 
such as recommended cover 
prices and sale-or-retum 
arrangements. He refused to 
say whether the industry 
would be affected by its pro- 
posed crackdown on anti- 
competitive practices. 

John Redwood, the Con- 
servative party's shadow 
industry secretary, said busi- 
ness needed to know which 
agreements would be illegal 
because under the proposed 
legislation companies could 
face large retrospective fines 
for behaviour deemed anti- 
competitive. He said that 


while the Monopolies and 
Mergers Commission had 
cleared the newspaper indus- 
try agreements in 1993 there 
was no guarantee they 
would be allowed under the 
new legislation. 

The government said it 
was up to the director 
general of fair trading and 
not ministers to make such 
decisions. Officials pointed 
out that the director general 
was consulting on transi- 
tional arrangements for 

existing agre ement s. 

Mr Redwood said business 
was only now waking op to 
the implications of the bill, 
which was initially given a 
broad welcome by the Con- 
federation of British Indus- 
try. 

The Newspaper Publishers 
Association, which repre- 
sents the national titles, is 
broadly supportive of the bill 
but has a number of specific 
worries. Including a threat 1 
to advertising self-regula- 
tion. The CBI has recently i 
called for a number of | 
amendments to the h ill. 


After a year in power, Blair prepares 

lUJo.v* -t— rvr«r>miAr’e» m/arhat fl is tn OtVP influential minister without David Clark, hi 
Main aim Of prsmiar S ovemau *5 ® portfolio. Mr Mandelson is braced for backbei 


reshuffle ministers 


Main aim of premier’s overhaul is to give 
cabinet rank to one of his most influential 
colleagues, Robert Peston writes 


T here has been reshuffle 
fever almost from the 
moment the government 
was elected just over a year 
ago. Obsession among parlia- 
mentarians and among the 
media with Tony Blair's first 
ministerial overhaul is possi- 
bly excessive because few 
cabinet members haw been 
disastrous performers and 
the number of senior casual- 
ties will be United. 

It should, however, be sig- 
nificant at the level of Junior 
ministers, "What you wifi be 
able to see is who will make 
U into - the 'cabinet in two 
years' time and who will be 
at the forefront of the next 
general election ca mpai gn ," 


said a senior minister. 

There could also be a mod- 
est structural reform 
because the employment- 
portfolio may be given cabi- 
net status to replace trans- 
port, The prime minister has 

been on the verge of reconfi- 
guring bis team twice: in 
November 1997 and April 
1SS& A minster said than 
was “a chance" that it would 
now take place nest week; 
although July was “a more 
likely date”. 

The catalyst of the specu- 
lation is the “Mandelson 
anomaly” or the supposedly 
unsustainable position of 
Peter Mandelson, the gov- 
ernment's ambitious and 


influential minister without 
portfolio. Mr Mandelson is 
one of the three or four most 
influential members of the 
government, but - having 
served only a brief front- 
bench apprenticeship in 
opposition - he- was left out 
of Tony Blair's first cabinet. 

So the primary purpose of 
an imminent shuffle would 
be to give Mr Mandelson the 
cabinet rank to match his 
powerful role as coordinator 
of policy. 

Mr Mandelsoa'e elevation 
will probably be achieved by- 
making him chancellor of 
the Duchy of Lancaster. As 
titular head of a 'reformed 
Cabinet... Office he would 
have an enhanced licence to 
forge common purpose for 
competing ministerial 
departments,-^ The current 
chancellor of the Duchy, 


David Clark, has been 
braced for backbench exile 
for some time. "Many of us 
think it unfair, but really the 
last rites have already been 
said over David," said (me of 
bis friends. 

A second member of the 
ministerial living dead is 
Gavin Strang, the cabinet- 
ranked transport secretary 
who was an agriculture min- 
ister to the Labour govern- 
ments of the 1970s. “Gavin 
has fallen out with his bass 
f John Prescott, deputy prime 
minister and chief transport 
mimsterr said a govern- 
ment member. “I can't see 
him surviving that" 

Mr Strang’s departure 
would also lead to the trans- 
port post dropping to non- 
cabinet status - and the 
downgraded job may be 
filled by Brian Wilson, the 


abrasive junior Scottish 
minister. 

to this game of tumbling 
dominoes, Helen Liddell, eco- 
nomic secretary to the Trea- 
sury and the minister at the 
forefront of clearing up the 
pensions mis-selling affair, 
would move to replace Mr 
Wilson in Scotland as proba- 
ble apprenticeship for 
becoming chief minister for 
Scotland next year. 

There is also a chance that 
Harriet Harman, the social 
security secretary, will be 
ousted by Alistair Darling, 
the Treasury chief secretary 
- although finding the right 
replacement for him at a 
crucial juncture in the 
government's long term re- 
ordering of public spending 
priorities would be difficult. 
The creation of a cabinet 
post fra- Ms Harman, of wom- 


en's issues minister, is also 
an outside possibility - but 
an adviser to Mr Blair said 
he was against this. 

The prime minister may 
wish to make good his pre- 
election promise to upgrade 
the employment portfolio to 
a cabinet job, thereby signal- 
ling that the education and 
employment department is 
one of his top-ranking 
ministries. 

This position could be 
filled by the current incum- 
bent, Andrew Smith, or by . 
Ian McCartney, the trade 
and industry minister, or 
even by Ms Harman. “Smith j 
and McCartney are the two 
unsung heroes of the junior 
ranks” said one of their 
senior supporters. “They arc 
never mentioned as cabinet 
material but I would not role 
them out" 


INWARD INVESTMENT 


lifetime of the parlia m ent. 

But yesterday he said he 
could never take Britain into 
the euro if the single cur- 
rency led to a centralised tax 
regime. He added: “The sin- 
gle currency is irreversible. 
One could find oneself 
trapped in the economic 
equivalent of a burning 
building with no exits.” 

Earlier Mr Hague met 
French president Jacques 
Chirac, with wham be had j 
what aides described as “a 
robust exchange or views”. 

Editorial Comment, Page 13 J 


Tony Blair 
issues 
trade 
plea for 
N Ireland 


By John Moray Brown 
and David Wigtrton 

Tony Blair, the UK prime 
minis ter- last night urged 
world leaders to support the 
settlement in Northern 
Ireland by increasing the 
flow of investment into the 
region. 

As the tempo stepped up 
ahead of Friday's referen- 
dums in both parts of 
Ireland on the multi-party 
agreement, Mr Blair used 
the opportunity of the world 
trade summit in Geneva to 
underline the case for a Yes 
vote. “This prospect may not 
in itself be a reason for vot- 
ing Yes. The issues at stake 
are different But it is a sim- 
ple feet that more invest- 
ment is likely to follow a Yes j 
vote." I 

Mr Blair, who will today 
travel to Belfast, the region's 
principal city, for what will 
be his third visit in as many 
weeks, had earlier pledged to 
clamp down strongly on 
fringe paramilitaries. “The 
Irish Government and our- 
selves will be in a far stron- 
ger position to take far 
tougher measures because 
people will have spoken," he 
said. 

"My view is that if we get 
this agreement endorsed in 
the referendum . . . those 
splinter groups will find tt. 
very very difficult to operate 
indeed,” he said- 
Meanwhile in Belfast last 
night, David Trimble, leader 
of the Ulster Unionists, the 
largest pro-British party, 
shared the stage with John 
Hume, leader of the moder- 
ate nationalist Social Demo- 
cratic and Labour party, at a 
special rock concert 
Mr Blair is expected to 
travel to Belfast today with 
William Hague, leader of the 
opposition Conservative 
party, following the visit yes- 
terday of Paddy Ashdown, 
the leader of the UK’s pro- 
European Liberal Democrat 
party. 

Downing Street said there 
was little sign of “don't 
knows” going over to the No 
camp. “The No campaign 
doesn’t have momentum," 
said the prime minister’s 
official spokesman. 

Mr Trimble said the Yes 
camp had had “our wobbly 
patch; we’re over that and 
the goal is in sight”. He wel- 
comed the decision of Jeffrey 
Donaldson, one of his 10 
MPs, to support the party 
during the election cam- 
paign for the assembly - 
even though Mr Donaldson 
says be will vote against the 
deal in the referendum. 

Mr Donaldson insisted 
that his rejection of the deal 
was not an attempt to oust 
Mr Trimble. “It is not about 
personal ambition,” he said. 

Peace deal, Page 13 


US healthcare offshoot 
to open $50m factory 

MedtSense, a subsidiary of US healthcare group Abbott 
Laboratories, is to open a £3Qm (S50m) factory near Witney. 
100km west of London. The project will be south-east 
England's biggest inward investment since Pfizer announced 
plans for a research facility in Kent, to the east of London, 
last December. 

MediSenee, which already has a plant at Abingdon, about 
25km from Witney, makes biosensors for systems that allow 
people with diabetes to monitor their blood glucose levels. 

The new plant will allow it to meet demand in the $2 bn 
world glucose testing market which is growing by 15 per cent 
a year. A £500,000 investment by English Partnerships, the 
government's regeneration agency, to provide water and elec- 
tricity services and access roads at the site, clinched foe deal 
in the face of com petition from the Republic of Ireland. Medi- 
Sense, based in Massachusetts, was acquired by Abbott two 
years ago. Brian Groom, London 

PROGRAMMING FEES 

Broadcaster to be paid $6.7m 

British Sky Broadcasting, foe satellite broadcaster, yesterday 
scored a victory over Cartton Communications in the High 
Court In London. A judge ruled against Cartton far withokdng 
a programming fee and ordered the company to pay BSkyB 
more than £4m ($6. 7m). When BSkyB was forced out of Brit- 
ish Digital Broadcasting, a pay-TV group, Carlton and Gran- 
ada Group, co-owners of BDB, agreed to pay £60m for 
BSkyB programming. Although Granada paid its share of foe 
fee, Carlton at first wrtheid the full £30m payment 

Lost month, Cartton sent BSkyB a cheque for C25-5m plus 
value-added tax. but refused to pay the rest The company 
argued that it would not pay the remainder because the regu- 
lator had prevented BDB taking extra channels from BSkyB. 
However, a judge yesterday overturned Carlton's case and 
did not grant leave to appeal, a Cartton executive said: There 
was a genuine problem with interpreting this complicated 
matter, which is why it went to court." 

• BDB announced yesterday that Canal Plus, the French 
pay-TV group, would manage its Interactive applications. BDB 
selected Canal Plus' Mediahighway technology. The company 
has already chosen a conditional access system, needed to 
unscramble digital signals, from Seca, a joint venture between 
Canal Plus and Bertelsmann. Cathy Newman, London 


TRADE UNION RECOGNITION 

Split by leaders likely 

A split is expected at today's meeting of senior trade union 
leaders at the Trades Union Congress over foe government's 
plan to introduce trade union recognition with an insistence 
on a requirement that 40 per cent of employees In an a&eed 
bargaining unit must support it The proposal will be in a gov- 
ernment policy paper expected tomorrow. 

Ken Jackson, general secretary of the AEEU engineering 
workers' union, intends to urge support for the government 
However, the general secretaries of Britain's three largest 
unions have expressed their opposition to the 40 percent 
threshold and announced they intend to campaign within the 
TUC against the move. Bill Moms, general secretary of the 
TGWU general union has denounced the proposal as 
"unworkable". John Edmonds, the GMB union's general sec- 
retary, has also voiced his anger at the 40 per cent threshold. 
Rodney Bickerstaffe, general secretary of Unison, said he dis- 
liked the government proposal. 

John Monks, the TUC general secretary, win attempt to rec- 
oncile his colleagues. Although accepting foe 40 per cent 
threshold Is much too high to ensure trade unions can secure 
widespread recognition agreements, he believes that the gov- 
ernment's package goes a long way to meet TUC concerns 
about workplace fairness. Robert Taylor, London 


ELECTRICITY INDUSTRY 

Regulator backs complaints 

Customer complaints that power generators have used their 
market power to maintain higher electricity prices appeared to 
be supported yesterday by foe industry regulator. 

Peter Carter, deputy director-general of the Offer regulatory 
unit, said the fossil-fuel generators had chosen to maintain 
wholesale prices at the expense of losing market share to 
independent gas-fired stations and nuclear power. 

Mr Carter told a conference organised by the Confederation 
of UK Coal Producers: “H would have been possible for coal- 
feed generators to bid into the pool [the wholesale market] 
and offer contracts at prices which made entry by new gas 
operators less attractive. They did not do so. They may have 
calculated that it was more profitable for foam to maintain 
prices than to compete more aggressively for market share.” 

Electricity customers complain that the largest coal and gas 
burning generators. National Power, PowerGen and Eastern 
Group, have used their market power to prevent deeper elec- 
tricity price cuts. Andrew Taytor, London 


CONTRACTS & TEMPERS 

INVITATION FOR BIDS FOR THE SUPPLY OF EQUIPMENT 

1FB N“: TJMCB-03 

1. The Government of Republic of Turkey has received a loan (Loan 
NoJMlA-TU) from the Intemaiiooa] Book for Reconstruction and 
Development (TBRD1 In various currencies towards the cost of 
Employment & Training Project. It is intended that pan of the 
proceeds of this loan will he applied lo eligible payments under the 
contract for supply of equipment. 

2. The Turkish Employment Organisation now invites seated bids from 
eligible bidders for the supply of: 


1) 35 Photocopy Machines 

2) 81 Fax Machines 

3l 33 Overhead Projectors 
4} J40 Electronic Calculators 


5) 164 File Cabinets 
6} 400 Sled Shelves 
7l 33 While Breads 
8) 91 Steel Libraries 


3. Interested eligible bidders rosy obtain further information from and 
inspect (he bidding documents at the office of-. 

General Directorate of the Turkish Employment Organisation 
(Is ve (sci Bubua Kununu Genet MUdfirtflgflj 
Employment & Triimng Project, Project Co-ordination Unit. 

Alailirfc Bulvari No. 133. Km 7. 06640 BakanJ ildar/Ankara 
Tel: (3121425 70 84 Fax; (312)418 17 32 

4. A complete set of bidding documents may be purchased on the 
submission of a written application to the above address and upon 
payment of a non-refundabte fee of USS50 or equivalent Turkish Lira. 
The lee will be paid to Zintal Bankasi Ankara Bircysd Bankacibk 
Subesi tSubc kodu 1 133. Auu&rt Bulvari No-.l l! Bahmtliktar 06640- 
Ankara, Tel: 0312418 07 74. fine 03 12 425 37 861 Is w Isqi Bulma 
Kururmi Account No. 302359. The original receipt for this payment 
will be presented to the Project Co-ordination Unit when the bidding 
documents are collected. 

5. The provisions in the Instructions to Bidden and in the General 
Conditions of Contract are the pro visions of the World Bonk. Standard 
Bidding Documents: Procurement of Goads, 

6. Bids must be delivered to the above oflioe on or before 12.00 hours on 
6 My l998andnruribcaccoanpantedbyascCTjri^of2%ain(«uitin 
the currency of the lad or in atKXhcr frody convertible currency in the 
/oral of a bank guarsttre or an irrevocable letter of credit issued by a 
reputable bank located in ihe purchaser's cotntfiy or abroad. 

7. Bids will be opened in the presence of bidders' re p re se nta ti ves who 
choose to attend at 14:00 hours on 06 July 1 998 at the above address. 
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0<7« 1/ STANDS FOR VALUE 



Today just growing a business isn’t enough. Creating shareholder value 
over the long term is the name of the game. At VEBA, a $46 billion 
German company, we manage a group active in the fields of electricity, 
chemicals, oil distribution, logistics, real-estate management and 
telecommunications. And we concentrate on markets in which we 
are now, or have the potential to become, the #1 or #2 player. In 


an increasingly challenging business world, it’s good to know that 
managing for the long run pays off: over the past five years, we’ve more 
than tripled our share price. 


If you share our point of view, it’s time you learned more about VEBA. 
For further information, you can reach us by: Phone: ++49 (211) 4579-600, 
Fax: ++49 (211) 4579-532, or Internet: www.veba.com 
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THE ARTS 


MEW YORK THEAT RE ‘MR PETERS* CONNECTIONS’ BY ARTHUR MILLER 

Death of the Subject 


Arthur Miller is 82 and shows ho g jghs 
of slowing down. During the pest 
decade the dramatist has been more 
fecund than at any time since the 
1950s, producing interesting plays (.The 
Ride Doan Mount Morgan, The Last 
Yankees, Broken Glass ) adept 
screenplays. (Everybody Wins. The 
Crucible) and the hind of overall 
feel-good vibes that have made 
universities, drama groups and human 
rights organisations around the world 
seek out his participation. In America, 
where his work, derided for its 
preachiness and moral condescension, 
started falling out of critical favour at 
least 30 years ago. plays other than 
Death of a Salesman and The Crucible 
are receiving high-profile productions. 


Miller has adhered to his lifelong role 
as one of the theatre’s premier 
investigates of tiie relationship 
between the individual and solely, an 
exploration that makes his hew play, 
Mr Peters ’ Connections, at first 
something of a puzzlement, unlike the 
action in his best known dramas, 
where public i s«iip« are ini y^tatBiW y 
embedded in private lives, the events 
here are primarily internal ones, 
involving memory, desire, and the 
nature of discourse. 

The question that haunts the title 
character, Harry Peter (Peter Falk), a 
retired Fan Am pilot, is: “What is the 
subject?" He looks around at a world in 
which one's personal landscape . 
changes mare and more rapidly and 


wonders most of the time what the hell 
people are talking about. Miller’s 
SOmmute exploration of the question 
of subject at times resembles a Beckett 
monologue; but tbe.playwright is too 
interested in the nature of human 
conversation to dispense with human 
foils for his protagonist. 

Peters has come to visit a run-down 
city building, an edifice whose history 
carries an implicit critique erf the drift 
of American culture; formerly a library 
for the working c lasses an d then a . 
cafeteria hot-bed of Marxism, it Is now 
an abandoned nightclub. The old man 
is waiting for his interior-designer wife 
(Anne Jackson) but as he pores over 
the interior's furnishings too many 
memories are triggered - particularly 


from the 1940s, when he was a navy 
pilot In the war against Japan - for 
him to sit peaceably, 

Peters continually restates his 
concern about the Death of the Subject 
to anyone who wanders in off the 

street, a group that Includes a shop 
owner, a guitar-toting young composer, 
and the composer's pregnant friend. 
While his banter can be quite touching 
it more often sounds like the out-takes 
from a seminar in postmodernism. ' 
(“There is no subject anymore ... it’s 
just talking.'') Only occasionally does 
Miller express his theme in a way that 
is sufficiently moving or clever to 
shake Peters - or the audience - out of 
a torpor. “How like sex the trumpet is." 
he says ruefully when an old song 
erupts In his memory, it “always leaves 
you kind of sad when it's over." And. 
later, when a conversation has turned 
to religion. Falk, who gives a fine 
old-salt of a performance, comments: 
“God is precisely what is not there 
when you need Him. " 

Unfortunately, too little of the 


dialogue here registers very 
resonantly. In view of its 
character-laden set-up, Mr Peters' 
Connections contains too much 
rumination, too little revelation. In it 
there is the occasional reminder of the 
author's past work, particularly the 
1964 play, After the Fall, which also 
features a central character tortured by 
bis past, as well as the glimmer of a 
kind of beautifully autumnal, 
thematically summing-up play that 
Miller may one day create. 

If that is not the drama onstage now 
in New York, one can at least be 
grateftil that the Signature Company - 
which devotes each season to a single 
writer - is presenting the new piece so 
smoothly, under the direction of Garry 
Hynes.. 

Brendan Lemon 


ag H l u t Theatre, Off-Broadway, New 
York. 



Musical mosaic of 


OPERA 


ANDREW CLARK 


Boris Godunov 

Welsh National Opera, Cardiff 


There is nothing new in treatmgBorts 
Godunov as a parable of Russian' his- 
tory, but there is cwrtalnly' a nnw-Hri ng 

original about David Pbnnitiey’s' ver- 
sion for Welsh National Opera. This is 
the third Pushkin-inspired opera to be 
performed by a UK regional company 
in as many weeks, and it is easily the 
most impressive. 

It would not take much to improve 
on Scottish Opera's Queen, q f Spades 
and Opera North's Onegin, but. WNO’s 
new Boris, unveiled at Cardiff’s New 
Theatre at the weekend.' has enough 
credibility to withstand more challenge 
ing comparisons. It is sympathetically: 
cast and competently conducted, and 
the WNO chorus- resounds in poly- 
phonic splendour. What makes the 
evening special, however, is the intel- 
lectual integrity of Poimtney's tntezpre- . 
tattoo. 

By opting for Musorgsky’s first ver- 
sion - much the most challenging of 
the various options - WNO makes a 
promising start This is Boris 'at its 
crudest and most uncompromisingly 
direct. It means no Polish , act,, no 
Kromy Forest finale, no songs for. the 
Nurse and Fyodor;, but WNO. does 
interpolate the innkeeper's song from 
the late version, a decision, justified by 
Susan Gorton'S gritty portrayal In this 
guise the opera amounts to a mare two 
and a quarter hours' music, which 
WNO valiantly jjerforms. in •«' single 

tion is unmistakable: \ ; y : ■ ■■ 

That does not meofrit Js always con- 
vincing. Until Pountpey's ideas start In- 
take shape^.the staging looks depress^ 
ingly artificial, and tbe guards' Illiter- 
acy in the . inn scene fits HI with mod- ' 


era dress. It also seems a pity to par- 
form the opera injgagHsh, dampening 
the Slavic iconography .of music and 
decor. But having patiently laid out the 
parameters of their 'approach, Foixnt- 
ney and his designers, Su Huntley and 
Donna Muir, follow it through with 
imagination. 

Pountney sees Boris as a mosaic of 
time, with fragments of Russia's past, 
present and future fanning a visual 
patchwork that is realistic in detail, 
abstract in overall impact The stage is 
dominated by a wall of brutallst archi- 
tecture, and populated by. characters 
that would fit downtown ." Moscow 
today, such as a street-vendor (the 
innkeeper) and gun-toting security 
police. The boyars wear New Age 
gowns, and there's something equally 
futuristic about Boris's crown and 
steel-mesh throne, the latter doubling, 
as a symbol of bis psychological impris- 
onment. 

- Meanwhile, the suffering of Russian 
-people across the centuries is evoked 
by faces emblazoned on a blood-stained 
drop-cloth. The references are suffi- 
ciently allusive to keep us guessing 
their meaning and context, but we are 
left in no doubt that Musorgsky’s por- 
trait of the relati onship between ruler 
and ruled is a blueprint for all time. 

Pimen chronicles everthing as a neu- 
tral observer. His presence, like an eye 
of history, makes for same -unnecessar- 
ily cramped settings. But what the pro- 
duction misses hi .variety and specta- 
cle, it makes qp ii theatrical flair - 
above all in the naked truthfulness of 
the confrontation between Tsar and 
Simpleton, In the latter rule, Peter 
Hoare was outstanding. - 

and-ihe. phy- 
sique of a .tite& wfiart White's Boris' 
makes his presence anqdy ML Not for 
the first time, however, there’s an air 
of -detachment in hfe acting. During 
Pimen’s . narration about the won- 
der-working Dux^f, Wh^^flajls to 


Voice of teak, physique of a titan: Willard White as Boris, performed here in Musorgsky's chaffonging first version 


react, and the death scene is melodra- 
matic. The most exciting performance 
jsqmes from John turns. 
Dmitri into ah' nob$upU5pu? revolts • 
tianary, flirtpjf. wito)fcbe innkeeper one 
moment and essaying under cover of a 
bomb the TffiXt lt’i a pity Daszak was 
confined ta.toW.lhE. one scene, because 
. hie sang with^Sftemt clarity and set the 


stage on fire - all of which augurs well 
for his Grimes next year. 

There is surely something more odi- 
ous about Shuisky than Neil Jenkins 
gives him. and Gwynne Howell's Pimen 
has seen better days; the smaller roles 
are well taken. Carlo Rizzi keeps the 
music moving briskly, but seems reluc- 
tant to vary. the tempo and draw out 


dynamic contrasts within phrases. He 
also makes little of Mussorgsky's aus- 
tere Russian .timbres: I missed toe cav- 
ernous resonances dfthe double-basses, 
the knife-edged woodwind. 

Despite these reservations and an 
overall lack of fervour in the orchestral 
playing, this is a Boris which wifi make 
audiences listen and think. 
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MUSIC THE BEAUVAIS CELLO FESTIVAL V 


Gripped by brave new works 


t hour or so northwest of Paris, 
auvais boasts a population of 55.000; 
lice cathedral: begun in the 13th 
ltury, never quite finished (tuts of it 
pt falling off and crashing other 
s). but it bas the loftiest choir, and a 
ilor cousin or Strasbourg's astronora- 
1 clock; and for a week every year, a 
jor all-cello festival, 
rhat is not becausei there- is same- 
ng f unn y in the Beauvais water-sup- 
, but because Jacques Bernaert, a 
ssionate, unstoppable cello-enthusi- 
, happens to live there. With him as 
istic director, the sixth Rencontres 
yiscmbles de IHokmceties de Beauvais 
lcluded last week - simultaneously 
h Manchester's newer cefio-festivaL 


Surely they should put their heads 
together and agree to different dales? 

. The thing about 'cellos^s- that they 
own not only a distinguished solo rep- 
ertoire from the past four centuries, 
hut also the five-octave range to paste- 
up satisfying modern ensembles .by : 
themselves, from pungent basses it'o 
ethereal treble flights. Neither violins, 
violas nor contrabasses can match 
them for that Thus a cello festival can 
offer not only solo pieces, duets etc. but 
solid “small orchestra” music too. with- 
out calling upon any other instruments 
- though for variety Beauvais some- 
times does, with excursions into jazz 
and Portuguese fado too this year. - 
It was the Brazilian composer-cellist 


Villa-Lobos who deveioped their octet- 
possibilities first, in two of his Bach- 
ianas Brasilezras. Note there is a pro- 
fessional French “Octuor de Violon- 
celles", closely aligned to the Beauvais 
Benamtres, which persistently commis- 
- sums brave new, works for jtselh also 
tht .-lp-strong “CeUissime" ensemble 
aid the Amsterdam-based, Spanish- 
leaning octet “Conjuncto Iberico", who 
played in Beauvais before I arrive! 

In this sixth festival’s closing concert 
the Octuor gave premieres of music by 
Luciano Berio, Betsy Jolas. Kajja Saa- 
riaho and Georges Apergbis. All com- 
missioned for Beauvais, with toe four 
composers all at hand; quite a coup, 
and : rewardingly various. Between the 


ensemble- works, the Finnish cellist 
Anssi Karttunen played shorter solo 
studies by Berio, Jolas and Saariaho 
with scorching intensity. 

He is among the most brilliantly cre- 
ative cellists alive. No wonder Magnus 
Lindberg got away with accepting a 
commission for a new cello concerto 
next year while insisting that it should . 
be for Karttunen instead of Yo-Yo Ma, 
the soloist of first choice! Here, the 
composers were as amazed, gripped 
and braced as the rest of ns by what 
Karttunen made of their brief pieces. 

As for the octet Aperghis's Totem 
treated them as much theatrically as 
musically, as is his wont There was 
lots of fory, and some hopelessly dot- 
ted sound. I find that both aspects tend 
to be coarse-grained in such pieces (ie. 
the music doesn't tempt a second bear- 
ing). but the French like that sort of 
thing *, in this case, brandishing hints 
and echoes of “ancient” dance and 
chant in a vaguely apocalyptic way. 


Saariaho 's Neiges , inspired by 
looking out of her window at a Finnish 
snowstorm, exploits many outre, icy 
textures toward a coolly serene close. 
Berio's sinuous Korot is a lyrical vir- 
tuoso piece, as expected: who could 

respond better than Berio, when asked 
to write for eight Intrepid cellos? He 
should have thought of it long ago. 

Jolas (Fran co- American. 72 this year) 
was struck by the idea that all cellos 
must somehow he siblings. Accordingly 
her Senate 6 foot is a “family drama”, 
with the basic music continually sur- 
facing In different voices, accents and 
undertones. The dramatic plan seems 
scatty, moment by moment hut by toe 
end everything draws together - softly, 
sparely, originally. Jolas is an original; 
I've beard no music so specifically fem- 
inine as hers, immune to the cliches of 
“feminist" orthodoxy. 

David Murray 


OPERA IN CONCERT 

The Bonnie 
and Clyde 
of the circuit 

Richard Fairmart reviews 
opera's most wanted 
couple in ‘La rondine’ 

The Royal Opera in London should be 
grateful for small mercies. Not having 
any money for productions means that 
it cannot get itself into a tussle with 
star singers Angela Gbeorghiu and 
Roberto Alagna over whether they like 
toe sets or not. There are not any sets 
and that is that. 

The young couple - opera’s “Romeo 
and Juliet” to their fans, but known as 
“Bonnie and Clyde” by some in toe 
business - have just rolled Into town 
for a concert performance of Puccini's 
La rondine. They arrived here on the 
run from a major shoot-out in New 
York, where the general manager of 
the Metropolitan Opera has fired them 
from a forthcoming production of La 
trmnata after they refused to sign their 
contracts without being allowed a veto 
over the set designs. It is a mark of the 
bad feeling that he was then prepared 
to tell toe New York Times toe how 
and why of the whole incident in gory 
detail. 

Apparently, the two singers' fees are 
set at a level which means they are 
unlikely to play a significant on-going 
role in toe Royal Opera's schedules. 
The most we can expect is the 
occasional one-night stand - a sort of 
smash-and-grab raid which does not 
leare the budget quite as depleted as a 
series of staged performances. 

Monday's appearance looks to be a 
typical example. Alagna has gone on 
record as saying that he wants to 
concentrate on concerts and 
recordings rather than live opera, and 
record companies need artists who are 
willing to promote their discs, so 
everybody wifi have been happy with 
the choice of a concert performance of 
La rondine, the opera which won the 
two singers and EMI toe coveted 
Gramophone "Record of the Year" 
award for 1997. 

It seemed glib to call this the live 
gig of toe record, but in toe event that 
was what we heard. The singers were 
outnumbered on stage by the 
microphones. With the Albert Hall's 
sound-reflecting canopy raised into the 
roof to allow for the stage fighting 
used in the Royal Opera’s ongoing 
1 performances of La traviata. there 
probably was no option but to give 
! this single performance of La rondine 
with amplification. It is just 
I a shame that toe voices were 
compromised. 

What did we actually hear? Allowing 
! for the resonant bloom added by the 
electronics. Gheorghin sounded in 
very good voice as Magda, floating 
some lovely-quiet ringing that was 
always delicate but had body, even if 
she was vague about toe words. 

Alagna was more immediate and 
impassioned, but there were moments 
when the top of the voice sounded 
stressed, a bit like Carreras when he 
was past toe first flush of vocal 
youth. 

The supporting cast was different 
from the EMI recording and included a 
bright young secondary couple in 
FTancesco Picooli. a reedy light Italian 
tenor, as Prunier and Rosemary 
Joshua as Lisette. Donald Maxwell 
made his mark as Rambaldo. But toe 
other star of toe performance was toe 
Royal Opera orchestra, which played 
beautifully for Gianluigi Gelmetti, a 
Puccini conductor of suave style mod 
grace. 

Given how few opportunities there 
are to hear this neglected Puccini 
score, the evening was on balance 
worthwhile. The Royal Opera is 
unlikely ever to stage La rondine, 
though Opera North's production a 
couple of years ago showed it to be a 
stronger and more purposeful work 
than it generally seemed here. 

Perhaps opera's “most wanted" 
couple should take it on the road 
with them. 
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INTERNATIONAL 

1 Arts 
Guide 

BATH 

EXHIBITION 
American Museum 
Shaker The Art of Craftsmanship. 
Furniture and decorative arts from 
the the Shaker community at 
Mount Lebanon. The show traces 
the origins of the Shaker 
movement from late 18th century 
England to 19th century America; 
to Oct 25 


BERLIN 

CONCERT 

Phflharmonte 

Tel: 49-30-2548 5354 

Bertn Philharmonic Orchestra: 

conducted by Bernard Haitink hi 

works by Bartdk and Brahms, With 

soloist Andrds Sehift 

May 23, 24. 25 


BRUSSELS 

OPERA 
La Monnrie . 

Tel: 32-2-229 1211 
• II Rttamb cfUnose: by 
Monteverdi. Now production 
conducted by Pbtfpp® Piarlot “l® 
staging by Wfflam Kantrfdge. With 




: W-S' 



the Handspring Puppet Company, 
at the Lunathaater. May 20, 22 
• L'Orfeo: by Monteverdi. New 
production conducted by Ren6 

conducted by Edmon Colomer in 
works by Turina, Ravel and FaHa. 
With piano sokNst Alicia de 
Larrocha; May 20 

Tel: 7-095-229 8760 

Persephone: director Robert 

Wilson makes his Russian debut 
with his interpretation of the myth 
of Zeus's daughter, who was 
abducted by Hades and made 
queen of the underworld; originally 
created for outdoor performance, 
foe show runs until May 23 

choreographed by Trisha Brown, 
with designs by Roland 
Aoschfimann; May 20, 21, 22, 23 

LONDON 

CONCERTS 

Royal Festival HaB 


CHICAGO 

CONCERTS 

Orchestra HaB 

Tel: 1-312-294-3000 
ww.chkxgc&yrrphory.vrg 

• Chicago Symphony Orchestra: 

conducted by Daniel Barenboim in 
Beethoven's Symphonies Nos. 3 
and 4; May 22, 23 

• Chicago Symphony Orchestra: 
conducted by Daniel Barenboim In 
a concert performance of FldeUo. 
With the Chicago Symphony 
Chorus; May 26 

The Royal Opera: Die igyptische 
Helena, by Strauss. Concert 
performance, conducted by 

Christian Thielemann. Cast 
includes Deborah Voigt and 

Thomas Moser; May 22, % 

EXHIBITION 

Tate Qaftery 

Tel: 44-171-887 8000 

MUNICH 

CONCERTS 

Phflharmonie Gasleig 

Tel: 49-89-5481 8181 

Ivo Pogorelich: recital by the 
pianist of works by Rachmaninov, 
Granados, Prokofiev and Chopin; 
May 26 

the series of contemporary 
sculpture displays, this exhibition 
-tnchides paintings, sculptures and 

NEW YORK 

CONCERTS 

Lincoln Center 

FLORENCE 

structure by the Danish artist; to 

May 26 

Tet 1-212-721 6500 
www.lkicolncenter.arg 

OPERA 

Maggfo Mueieafe Florentine 

Tefc 39-55-211158 

yiniwjnaggJoOorBntlno.com 

• Le Comte Cry: by Rosshu .New- 
production conducted by Roberto 
Abbado in a staging by Lorenzo 
Marieni; ETl-Taafro defia Pergola; 
May 21, 23 

• Wozzedc by Berg- New 
production by WMam Frfedkfri. .. 

by Zubin Mehta; Teatro 
Comunale; May 26 

LOS ANGELES 

CONCERTS 

Dorothy Chandler PavSen 

Teh 1-213-365 3500 

• City of Birmingham Symphony 
-Orchestra: Sir Simon Rattle 
conducts a programme of works 
by Rameau, Haydn and Beethoven; 
May 20 . 

• City of Birmingham Symphony 
Orchestra: Sir Simon Raffle 
conducts works by Krumen and 

by Kurt Masur in Shostakovich's 
Symphony No. 7, “Leningrad"; 
Avery Fisher Half; May 21, 22, 23 

EXHIBITIONS 

Guggenheim Museum 

Tel: 1-212-4233500 
www.guggenhekn.org 

Visions of Paris: Robert Delaunay's 
Series. Previously seen in Berfin. 
this exhibition focuses on the 
series paintings made by the artist 
in Paris, of subjects including 

GENEVA 

CONCSTTS 

VtatoriaHail 

Tab 41-223170017 

Orchestra de la Suisse Boriiande: 

i _ ’• t . 

Mahler. May 21 

Sawt-Steerin and the Eiffel Tower; 
to May 24 

Metropolitan Museum of Art 

Tet 1-212-878 S500 
wwwjnetmuseum.org 

MOSCOW 

THEATRE 

Moscow Arts Theatre 

" .. . ' • 


.... > • . - • • • 




Augustin Pajou, Royal Sculptor: 
first retrospective devoted to works 
by the French sculptor 
(1730-1809), successful in the 
French Royal Academy of Painting 
and Sculpture and a favourite of 
Louis XV end Louis XVI. Includes 
marble statues, portrait busts, 
terracotta sketch-models, and 
drawings including designs for the 
opera at Versailles; to May 24 

Museum of Modem Art 

Tel: 1-212-700 9400 
www.moma.org 

Chuck Close: retrospective of the 
American painter, comprising 90 
works and ranging across his 
career, to May 26 

Pierpont Morgan Library 
Tel: 1-212-685 0008 
a.k.3. Lewis Carrolt display of 
memorabilia marking the centenary 
of the death of Charles L Dodgson 
(1832-1898). mathematician, 
photographer, and author of Alice 
in Wonderland; from May 20 to 
Aug 30 

THEATRE 
Broadhurst Theatre 

Tel: 1-212-239 8200 
The Judas Kiss: by David Hare. 
Richard Eyre directs Liam Neeson 
as Oscar Wilde In this Almeida 
Theatre production, transferred 
from London 

Cort Theatre, 138 W. 48th St 
Tel: 1-212-239 8200 
Freak : John Legutzamo's 
autobiographical one-man show 
about growing up in New York, 
directed by David Bar Katz 

Golden Theatre, 252 W. 45th St 


Tel: 1-212-239 6200 
The Chairs: by Ionesco. Theatre de 
CompticiteRoyal Court production 
tra n sferred from London. Simon 
McBumey directs Geraldine 
McEwan and Richard Briers 


OSAKA 

EXHIBITION 

The Museum of Art, Kintetsu 
Tel: ST-6-624 1711 
Aubrey Beardsley: more than 200 
drawings, prints, posters and 
books created during the brief 
period of the artist's fame; to Jun 8 


PARIS 

CONCERT 

Th6£tre des Champs 0ys6es 
Tel: 33-1-49525050 
Vienna Philharmonic Orchestra: 
conducted by Seiji Ozawa In works 
by Brahms and Stravinsky; May 26 


ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel: 31-10-440 0300 
Look at me: Fashion and 
Photography in Britain 1960 to the 
present First stop for a touring 
exhibition which tracks the 
development of fashion 
photography, with its emphasis 
firmly on popular culture rather 
than haute couture; to Aug 9 


SAN FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-884 6000 
vmw.sfsymphony.org 
San Francisco Symphony 


Orchestra: conducted by Michael 
Tilson Thomas in works by Mozart, 
Lukas Foss, Stravinsky and Berg. 
With soprano Rente Fleming and 
horn soloist A David Krehbiei; May 
20. 22. 23 


TOKYO 

CONCERTS 
Suntory HaD 
Tet 87-3-3584 9999 

• Cleveland Orchestra: conducted 
by Dohntirtyi In works by Ives, 
Mozart and Brahms; May 20 

• Cleveland Orchestra: conducted 
by Dohrinyi by BartOk, R. Strauss 
and Dvorak; May 21 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN international 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
1330: Business Asia 
1930: World Business Today 
22.0th World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
ID-20; 11:20; 11:32; 1220; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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EDWARD MORTIMER 


Nuclear hypocrisy 


How can we expect India and Pakistan to eschew nuclear 
weapons rf the UK and France have them? 


Kurt- Georg Kissinger, 
otherwise the least 
memorable of Germany's 
postwar chancellors, 
deserves to be remembered 
for one great remark. The 
nuclear non-proliferation 
treaty, he said, “is like a 
bunch, of notorious 
drunkards inviting everyone 
else to sign the pledge". 

I was reminded of this last 
week during the explosion of 
outrage which greeted 
India’s nuclear tests. 

India has a consistent 
stand on this issue. It has 
always refused to sign the 
NPT, which it regards as 
perpetuating a gross 
inequality between powerful 
and powerless states: those 
that have nuclear weapons, 
and those that do not. 

It also refused, quite 
logically, to sign the more 
recent comprehensive test 

ban treaty. Tests are the 
method by which a state can 
confirm its status as a 
nuclear power - to its own 
satisfaction and, perhaps 
more Important, to the rest 
of the world. 

The five nuclear-weapon 
states recognised by the NPT 
had all conducted many 
tests before they signed the 
CTBT. France and China 
both conducted series of 
tests, provoking worldwide 
Indignati on, immediately 
before announcing their 
agreement to sign. 

The French case, 
especially, offers some 
parallels to India's 
behaviour and might even 
have inspired 1L Jacques 
Chirac announced the tests 
shortly after becoming 
president, just as India’s new 
BJP government has acted 
soon after taking office. Mr 
Chirac thereby established 
his Gaulhst credentials, 
making it easier for him to 
proceed to slaughter the 
sacred cow of conscription. 

Slaughtering sacred cows 
would not be the right 


metaphor tor a Hindu 
nationalist government, but 
some Indian economists do 
expect that the nuclear tests 
wfll make it easier far the 
new government to push 
ahead with economic 
reforms, which would 
otherwise run into strong 
opposition from the right of 
th e BJP. Tndi« ]$ also hinting 
it may ehang p its position on 
the test ban treaty, which 
cannot miter ^ force iit>hi 
I ndia, along with other 
states that have civilian 
nuclear industries, has 
ratified it 

The test ban treaty, unlike 
the non-proliferation treaty, 
poses no issue of principle 
for India, because it does not 
discriminate between 
nuclear and non-nuclear 
powers. The NPT, by 
contrast freezes indefinitely 
an arbitrary distinction 
based on the status quo of 
the mid-1960s. The five states 
that had tested a nuclear 
weapon before 1967 are 
recognised as 
nuclear-weapon states. No 
one else is allowed to 
become one. 

Under the treaty, however, J 
the nuclear-weapon states 
did commit themselves to 
strive for general 


disarmament And in 1995, 
as the price of getting the 
treaty extended indefinitely, 
they accepted that this 
involves the “determined 
pursuit by the 
nuclear-weapon states of 
systematic and progressive - 
efforts to reduce nuclear 
weapons globally, with the 
ul timate goal Of BWmlrmt tn g 
, those weapons". 

The question is, did they 
mean it? And if so, what are 
they doing about it? The 
answer to the second 
question is that they are 
doing little or T>otfriwg So. in 
answering the first, the 
reasonable conclusion of 
most non-nuclear states is 
that they did not mean it 

More than that, the current 
nuclear five 1 assume that the 
recent crisis with Iraq, by 
demonstrating the danger 
posed by “rogue” states, has 
showed why it is necessary 
for “civilised” states like 
themselves to retain a 
nuclear deterient. 

It is far from elpwr, 
however, that nuclear 
weapons offer any solution 
to the problems of “rogue 
states". James Baker, who 
was US secretary of state at 
the time of the Gulf war, ■ 
reveals in his memoirs that 



the coalition forces In that 
war decided “not to retaliate 
with chemical or nuclear 
response even If attacked 
with chemical munitions’*. 

Why? Far reasons made 
dear in 1996 by the Canberra 
Commission on the 
Eliminatio n Of Nuclear 
Weapons. “Use of nuclear 
weapons in response to use 
or threat of use of other 
weapons of mass . 
destruction,'’ the 
Commission observed, 
“would cross an important 
psychological as well as 

mlltt ary t hr esh o ld, TWfllcjng 

the management of future 
conflicts ev en more 
uncertain." 

Moreover, even the threat 
of such use against a 
'non-nuclear state Is contrary 
to the “negative security 
assurances" which 
nuclear- weapon states have 
given. And it is dearly 
illegal under the toms of a 
world court decision two 
years ago banning any 
threat to use nuclear 
weapons by a state h«Iwmi 
“ in an WH i re m? i , Trr u r n gtqT>fy 
of self-defence, in which its 
very survival would be at 
stake". 

Many people still find a 
nuclear-free world hard to 
imagine. At best it fa only a 
long-term prospect, 
depending in the first 
instance on further 

rii«i TTuim»nt n ego tiations 

between the US and Russia, 
which between them have 
many times more nuclear 
weapons as all the o the r 
nuclear powers together. 

Yet that does not let those 
smaller powers off the hook 
Equality with China is - 
specific reason given bjr ' . 
India for needing a nuclear ■ 
deterrent of its own Oust as 
Pakistan in turn cites 

equality with India). 

France and the UK in 
particular have a lot to 
answer for. They, after all, 

five in the safest part of 
what is now one of the safest 
con tinents, and in the ■ 
world’s strangest and most 
successful alliance, 
guaranteed by the only 
remaining superpower If 
they ding to an independent 
nuclear dete rren t as 
supposedly essential to their 
national security or (even 
worse) to them international 
status and self-respect, how 
can they expect India and ■ 
Pakistan to do without one? 


LETTERS TO THE EDITOR 


Deflation and failing demand likely 
outcome of free market free-for-all 


The aged and 
advantaged 


From Alan S im pson HP and 
Cidin Hines. 

Sir, The writer of your edi- 
torial, “Golden jubUtt" (Mgy 
18X lives in a very different 
world from most of us. Fear 
the 70.000 protestors 
demanding debt relief at the 
G8 meeting last weekend, 
reaflty is the precise oppo- 
site of your assertion that 
the present trading system 

Iiaa “ pfyitrTVtnted * 

alfly to international stabil- 
ity and prosperity". 

Indeed, activists from post- 
nuclear test Delhi were dear 
that India’s actions are 
essentially . an effort to 

ilofUv-» tntwnfll irnw nt f rom 

iwprtmqing impoverishment 
caused by globalisation. 

- The multilateral trade sys- 
tem is not just b ad for ^ 
majority in the third world. 


It increases income-inequal- 
ity and job loss In OECD 
countries as well. This 
should-be of immediate con* 

con to the business reader- 
ship of the Financial Tim®, 
as we show in our report 
Who Wm Buy? released to , 
coincide with this week's 
50th anniversary “celebra- 
tions" in Geneva. 

Global deflation ' and 
declining effective demand 
are likely to be the real con- 
sequences of the current free 
market free-for-all- Deregu- 
lation, a u to ma tion, reloca- 
tion and the shift of tax reve- 
nues from citizen’s welfare 
to corporate welfare are all 
part of the seriously destabi- 
lising forces currently dis- 
torting the global 
economy. 

A secure future for -the 


.majority (and for business) 
is to be found more in “pro- 
tect the local, globally^ strat- 
egies that rebuild and diver- 
sify local' and regional 
economies. 

Free ttade*s 60th should be 
seen against "the problems 
facing . the "weekend's G8 
summit - the fell-out from 
Asia’s currency crisis, the 
fen-out from nuclear testing, 
riots in Indonesia, mafia- 
markete eting in eastern 
Europe is m jobless in 

the'EU. 

Someone ought to. ques- 
tion Just bow much more 
free-market. “success" we 
can stand. 


Alan Simpson, . 

CoBn Hines, 

1 Talbot Street, 
Nottingham NG1 5GQ. UK 


The best scenario for Microsoft’s future 


From Mr Paul Hinton. 

Sir, Lex (May 18) states 
that separation of Micro- 
soft's operating systems 
business from its applica- 
tions business would be the 
worst case semario far Wall 
Street. Perversely, if this 
were so it would strengthen, 
not weaken, the US justice 
department's case. Separa- 


tion of these businesses, 
while a dramatic act, would 
be less distorting of Micro- 
soft’s' ability to compete 
than, for example, direct reg- 
ulation of future operating 

System unliawffgfnM i k 

Thus direct regulation, not 
separation, should be feared 
most by Wall Street; unless 
Microsoft derives supra- 


cam p etHive profits, for stra- 
tegic reasons, from running 
its operating Systems and 
applications businesses 
under one roof In this con- 
text, separation could be 
best for consumers. 


From Professor David 
RrCope. 

Sir, In his article, “The obi 
world is in need of young 
blood" (May 9), Joe Rogaly 
fa Tig prey to simplistic demo- 
graphic determinism in 
arguing that Europe win be 
disadvantaged compared 
with the US by its impend- 
lug population age structure. 

Europe’s “third agers**. in 
general healthier (and 
wealthier) than any such, 
group in history, should be 
capable of market-stimulat- 
ing innovation at least the. 
equal of any other society. 
Moreover, collectively they 
can draw on many , years of 
insight and experience - pro. 
riding the context of a soci- 
ety that has large reserves of 
temperance and wisdom. 

Mr -Rogaly -also under- 
states the ambivalent atti- 
tude of the US population to 
its demographic future. 
Already, several powerful 
environmental organisations 
there have been riven by 
profound disputes over 
whether its current , and . 
future papulation growth is 
a dominant cause of environ- 
mental degradation. 






Paul Hinton, 

159 Hoyt Street, 
Brooklyn NY 11217, TJS 


David R. Cope. - 
flat 402, Rowan House. 
9 Greyc oat S treet, 
London SWUP ZQD. UK 




Too strong a condemnation of a tried accounting system 

From Mr Ban Paterson. rent! v eive investors all thev decision, btzi only foolish durtion of t 


From Mr Bon Paterson. ■ 

Sir, Jim Kelly likened my 
firm’s defence of -conven- 
tional accounting to' singing 
the praises of a broken clock 
- because it Is right same of 
the time fTfx rim* broken 
clock", MOy 2). He argued 
that investors want extra 

Information apd rimt awmial 

reports should give it to 
them, perhaps by supplant- 
ing historical costs wfth .val- 
uations or by adding risk 
disclosures. 

However, the fact that 
these reports do not cur- 


rently give investors all they 
would like to know, does dot 
mean the clock is broken. - 
You may as wen a 

dock for not forecasting the 
weather!. To expect fids of an 
annual report is to misun- 
derstand its role; It is a 
report an an expired period 
from the directors to the 
members of the company 
and carries the legal respon- 
sibilities for directors and 
auditors that reflect . that . 
ftiratiwi Readers may well .! 
wish to use the accounts as 
one input to an investment' 


decision, but only foolish 
investors would expect this 
to be the sole input 

That is not to say com- 
pany reporting cannot be 
improved. But historical cost 
accounts remain the bedrock 
Of financial repeating around 
the world and do a better job 
than their detractors would 
suggest. By focusing on 
arhi»i transactions and cash 
flows, they allow readers a 
relatively dear insight into 
foe affairs of the companies 
concerned. 

Paradoxically, the intro- 


duction of valuations can 
sometimes cloud that picture 
more than it clarifies ll 
Similarly, a clear account 
of foe past can provide a 
better basis for readers 
to forecast the future than 
one that .has already 
Impounded the directors' 
own predictions. 


Ron Paterson, 

Ernst ft Young, 

Rolls House, 

7 Rolls Buildings, 
Fetter Lane, 

London EC4A 1NH, UR 
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F rench . intransi- 
gence is slowing 
down the consolida- 
tion of the Euro- 
pean defence industry. The 
French want to preserve 
state ownership in foe indus- 
try and to prevent the dis- 
placement of workers that 
rationalisation might 
require. It all sounds 
extremely retrograde - but 
tiie delays the French are 
causing are actually bless- 
ings in disguise. 

Europe does not need con- 
tinent-wide consolidation 
producing companies that 
supply defence equipment to 
Europeans only. Rather, it 
needs to develop consortia 
between American and Euro- 
pean arms makers. These 
transatlantic partnerships 
would then compete far joint 
weapons projects in a bigger 
market, that is, the combina- 
tion of the two main parts of 
the Naio -alliance. 

Europeans who argue in 
favour of consolidation focus 
an the need to match the 
scale and efficiency of the 
recently merged and suppos- 
edly rationalised American 
defenc e industry. 

The problem is that this is 
not a correct portrayal of the 
American industry.- To be 
sure, there has been a mam- 
moth wave of mergers, little 
affected by antitrust mea- 
sures. Three large firms 
have formed - Boeing, Lock- 
heed Martin and Raytheon - 
while many other familiar 
nameplates such as Rock- 
well; McDonnell Douglas, 
General Electric . and 
Westinghouse have disap-_ 
peared from the defence 
business. Hundreds of thou- 
sands of defence workers 
have lost their jobs in the U$ 
since the end of the cold 
war. 

, But the mergers have not 
i significantly reduced the 
huge excess capacity in the 
‘ defence industry. This 
excess accumulated during 
foe military bufld-np in the 
1980s under President Ron- 
ald Reagan which doubled 
the size of the private sector - 
of the industry. Since the 
end of the cold war, not one 
production. line making V 
weapons sy s tem - a war- 
ship, military aircraft car 
armoured ; vehicle •• has- 
closed in the US. Although 
several such lines have'. 


Europe could do a lot better than follow American practices in restructuring 
the defence business. There again, so could America 
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switched corporate identity, 
all are still producing, if 
more slowly. Despite redun- 
dancies, there are still 
400,000 more private sector 
employees working in the 
defence business now than 
in 1976, just before the Kee- 
gan build-up began. 

Closures have • not 
occurred, because defence 
has become a jobs pro- 
gramme in the US. 

• During the cold war, the 
risk rf military dash with 
the Soviet Union was real 
enough to give the American 
armed services a large say in- 
the weapons that were 
acquired. Because of that,' if 
was possible for a firm to fell 
if it did not heed the inter- 
ests and needs rf its military 
customers. Many ■ lines 
closed. Remember compa- 
nies such as Republic, Cur- 
tiss-Wright, Chance Vought, 
Martin, North. American and 
Fairchfld? AH were formerly 
producers of American mili- 
tary aircraft that lost their 
prime contractor status dur- 
ing the cold war. 

Compare what has hap- 
pened since then. Once the 
Soviet Union collapsed, the 
power of military prefer- 
ences declined relative to 
those of local communities 
and their eagar-to-please 
congressional - representa- 
tives. Oleariy, some defence 
cuts hud to be made and 
woe made. But given Amer- 
ican society's bias in fa vo ur 
of the private sector, it has 
been public 'arsenals, ship- 
yards and bases that have 


taken the bulk of the budget 
cutting pressure. 

Unfortunately, many Euro- 
pean observers seem to 
believe the hype rather than 
the reality rf the current US 
defence consolidation. The 
American -industry is often 
described as lean and newly 
ef fi c i e n t As a result, it Is 
portrayed as a threat to con- 
tinued European weapons 
exports. 

In fect, the new height of 
efficiency that the American 
Industry has obtained is in 
lobbying its government far 
resources. The prime con- 
tractors are not so much 
high-tech experts 
although, of course, they 
make excellent, advanced 
weapons systems - as they 
are experts in the political 
ways of their ' Congressional 
customer. European indus- 
try. once consolidated,' 
would be only too likely to 
capitalise on its political 
power in the- same way, 

avoiding plant closures by 
binding governments to 
make-work projects that pre- 
serve local employment. 

One way that both Euro- 
pean. and American govern- 
ments can protect them- 
selves from bring ex plo i te d 
by the lobbying efforts of 
defence : companies -Is to 
encourage transatlantic 
weapon competitions amwig 
consortia, of American 
European linns. European 
navies should define require- 
ments in cooperation with 
the American navy, Euro- 
pean air farces with the US 


air force, and European 
ground forces with their 
American counterparts. 
Greater efficiency gains wfll 
be found by expanding the 
- production runs of similar 
. products, designed for simi- 
lar military services, than 
there would be in cobbling 
together the requirements rf 
the various military 
branches in another multis- 
ervice experiment The big- 
ger -pool of work would help 
support several rivals in 
each weapon category effi- 
ciently, an unlikely outcome 
if consolidation is limited to 
a continental scale. 

There is another impor- 
tant reason to favour fosse 
cross-Atlantic collaborations. 
Since the end of tbe cold 
war, the US has. kept 100,000 
troops in Europe as a sign rf 
its commitment to European 
security. That commitment 
of forces, though, is untested 
by crisis and goes against 
historical precedent. One 
cannot Imagine that Ameri- 
can troops will stay much 
into the new century,. 

Instead, the likely opportu- ' 
nity to tie the US to Europe 
will come in joint seci&ity 
planning and weapons pur- 
chases. The design of com- 
mon equipment and the 
management of joint pro- 
jects are bonds that can 
endure. 

European governments 
also share with ' the 
Americans an interest In 
limiting the power rf indus- 
try lobbyists to produce 
duplication and unneeded . 
weapons. Why make an F-22 
when there is'a Eurofighteri 
Why develop a new large 
transport aircraft when 
there is a C-I7? Recently 
there have even been indica- 
tions that transatlantic 
industrial ties may finall y p& 
forming. GEC’s purchase rf 
Tracer, an American defence 
electronics firm, is an 
encouraging sign. PerhaJ* 
there can be more progress 
soon - especially if foe recal- 
citrant French keep intra- 
European consolidation bog- 
ged down in a mire- of poe- 
tics. 

Mr Sapohky is professor 'of 
public policy at tbe Massa- 
chusetts Institute of TVcftnoJ- 
ogy. Mr Cholz is an OHnfin- 
hut at ' the Center ~ 
International Affairs at Har- 
tford University ' 
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COMMENT & ANALYSIS 


Russia’s 

dilemma 


Last weekend, Boris Yeltsin 
participated as a full member at 
the summit of the new group of 
eight leading industrial coun- 
tries. But the country he then 
returned to is still a shaky 
emerging economy. Russia's 
vulnerability to the turmoil 
elsewhere reflects continued 
failure to make its monetary 
and fiscal policies credible. 

Since Russia is a large coun- 
try, heavily dependent on oil 
and strongly influenced by a 
corrupt business elite, Indones- 
ia's crisis was bound to bring it 
to the markets’ attention. The 
pressure has come via the for- 
eign exchange market To meet 
it the central bank has raised 
interest rates sharply; lombard 
rates are 50 per cent from 30 
per cent only last week, and 
real Interest rates are around 40 
per cent Not surprisingly, the 
stock market has plunged - by 
22 per cent since the beginning 
or last week and almost 60 per 
cent from last October's peak. 

Fortunately, the impact of 
high interest rates on Russia’s 
undeveloped market economy is 
not that large. It is the effect cm 
the fiscal position that is more 
immediate and powerful. This is 
part of a vicious circle. One 
explanation for the loss of mar- 
ket confidence is worry about 
Russia’s fiscal position. But 
that is. in turn, worsened by the 
high interest rates needed to 
defend the exchange rate. 

What are the authorities to 
do? The response must come on 


two principal fronts. 

First, the lack of any convinc- 
ing alternative to the exchange 
rate as the anchor for monetary 
policy, combined with the 
frightening east Asian evidence 
on what happens when pegs 
collapse, makes a credible com- 
mitment to the exchange rate 
imperative. The central bank 
must make it clear it will raise 
rates to whatever level may be 
needed to hold an exchange 
rate that is not fundamentally 
overvalued. 

Second, the government must 
bufld on Its recent success in 
cutting the fiscal deficit. In the 
first two months of this year 
the federal budget deficit was 
down to only 22 per cent of 
gross domestic product, as a 
result of higher revenue and 
lower spending than last year. 
In the longer run, fiscal credi- 
bility must be achieved by curb- 
ing spending, since the share of 
consolidated revenue in GDP, at 
30 per cent, is already high by 
the standards of countries at 
similar income levels. 

Russia has had much bad 
luck. Every time it may be on 
the eve of a convincing eco- 
nomic recovery, something 
moves that prospect over the 
horizon. It has been unlucky 
once more. Its best response, 
however, must be to strengthen 
the fundamentals still further. 
It has come a long way already. 
If its government continues on 
its present path, it deserves 
continued outside support. 


Hague’s lecture 


British political leaders have 
developed an unfortunate habit 
of crossing the Channel to lec- 
ture their European partners. 
Thus william Hague's Fontaine- 
bleau speech yesterday was deliv- 
ered in the style of his two Con- 
servative predecessors - Margaret 
Thatcher in Bruges and John . 
Major in Leiden. Tony. Blair, the 
Labour prime minister, speaks 
from a different text but be too 
has been known to adopt the 
reproving tone. 

At first glance, Mr Hague’s con- 
tribution to this tradition con- 
tains common sense. He makes 
the case for market disciplines in 
preference to post-war corporat- 
ism. for lower taxes Instead of 
higher social costs and, above all, 
for the speedy enlargement of the 
European Union to the new 
democracies of the east 

Then It all goes wrong. What 
promises to be a sensible plea for 
the nations of the Union to adjust 
their intregationlst ambitions to 
the mood of the times lapses into 
the familiar Eurosceptic charac- 
terisation of the EU as a plot 
Thus Mr Hague accuses its insti- 
tutions of “taking" key elements 
of Britain's executive, legislative 
and judicial authority. The real- 
ity, of course, is that such powers 
as the EU has accumulated were 
freely .transferred by national 
governments, most notably per- 
haps by the then Mrs Thatcher in 
her signature of the Single Euro- 
pean Act 


Mr Hague is right, of course, to 
say Europe cannot replicate the 
ties and reflexes of nationhood 
which give Britain, Germany, 
France or Greece their distinct 
identity. But then such plots 
exists only in the nightmares of 
the Eurosceptics. It was Jean 
Monnet, the EU's founding 
father, who declared that he 
would not create a nation Europe 
to replace a nation France. 

And while other European gov- 
ernments may have been slow to 
adjust their post-war ambitions 
to the ending of the cold war, Mr 
Hague’s view of unfettered . 
national sovereignty is rooted in 
a 19th century view of the nation 
state. 

The calculation here is that a 
robust rejection of further inte- 
gration will begin to rebuild the 
Tory party’s electoral support at 
home. For the same reason he 
rejects British participation in 
the single currency for the life- 
time of the next parliament. This 
unique experiment in monetary 
integration is said to threaten 
war, the revival, of right wing 
nationalism and much else.. 

Mr Hague, however, has con- 
trived to underestimate both the 
pragmatism of the British and 
the political will of his European 
counterparts. This is a speech 
without an audience. In the 
words of Michael Heseltine, the 
former deputy prime minister, It 
will be greeted with an incredu- 
lous shrug of the shoulders. 


Irish boom? 


While attention is focussed on 
the chance of peace in Northern 
Ireland, the economy in the south 
continues to grow at a rapid rate. 
So rapid, in fact, that worries are 
mounting that the start of eco- 
nomic awi monetary union could 
be marred by a damaging bout of 
inflation in the EU's fastest-grow- 
ing economy. 

On the face of it, Ireland looks 
ifhft a prime candidate for a seri- 
ous rise in inflation. Output 
growth averaged nearly 9 per 
cent over the past four years, and 
is set to grow by over 8 per cent 
this year. The trade- weighted 
value of the Irish punt drifted 
down by nearly 10 per emit over 
1997, which was only partially 
reversed by the recent revalua- 
tion. And by the beginning of 
next year, when Emu starts, 
short-term Irish interest rates 
will haw to foil to continental 
European levels - which means a 
cut in the repo rate of at least £00 
hrntfc points. The inflation rate, 
which was one of Europe's low- 
est. is now 2JS per cent and ris- 
ing, thanks mainly to the 
exchange rate effect. 

Wages are the most immediate 
concern. Public sector pay. which 
has been constrained since 1995 
by the Partnership 2000 wage 
pact, is under, most pressure, 
with strikes now breaking out 

But these pressures are not as 
great as they might first appear- 
Yes, there ore certainly skill 
shortages in some areas. But 


more importantly, there is a 
large, and growing, pool of 
labour. The' unemployment rate 
is still 9J» per cent, and demo- 
graphic effects combined with 
net immigration mean that the 
labour force is increasing at an 
annual rate of 2 per cent. 

The strength of the asset mar- 
kets presents a greater risk.- The 
stock market index is up 30 per 
cent Ibis year alone, and prop- 
erty prices have risen by IB per 
cent in the last twelve months. 
The cut in the capital g ai ns tax- , 
rate from 40 to 20 per cent in the 
latest budget only added to the 1 
momentum. The markets win not 
necessarily crash - some of tire 
strength In house prices,. at least, 
is just due to demography. But 
there is certainly a risk. It might 
only, takp a small downturn in 
growth for earnings expectations 
to be revised down, triggering an 
equity market Ball. If this puEs 
the housing market down, the 
Irish banking system could be 
the biggest victim. 

The Irish economy remains in 
a healthy state. But the govern- 
ment must face up to the risks it 
is running. Since monetary pol- 
icy has to be loosened to join 
Emu, Dublin must compensate 
by significantly tightening fiscal 
policy. This will be difficult, not 
least because tax cuts are a key. 
weapon in persuading the unions 
to stick to the wage pact But. in. 
joining the single . currency, 
Ireland has no other option. 


T he Northern Ireland 
peace agreement is 
going from high hopes 
to a nail-biting finish- 
This Friday, Ulster will hold 
what is probably the most impor- 
tant vote in either part of Ireland 
since the island was partitioned 
in 192L 

The province's L2m voters are 
being asked to back the accord 
reached at last month’s 
multi-party talks, setttog up an 
elected power-sharing assembly 
and new cross-border institutions 
for co-operation with the Irish 
Republic. 

When the negotiators emerged 
bleary-eyed into the daylight an 
Good Friday with the agreement 
in place, many must have frit 
that the hard bit was over. Such 
was the self-confidence in the 
largest party, the Ulster Union- 
ists. that one adviser even 
suggested the party should not 
even campaign for the referen- 
dum, but conserve Its energy 
resources for the subsequent 
election to the Ulster assembly. 
In the first week of the campaign 
the party’s leader, David Trimble, 
went to the US to honour a 
speaking engagement 
If a vote bad been taken then, 
there is little doubt it would have 
been warmly endorsed. But 
recent opinion polls have shown 
a steady drift of unionist voters 
into the No camp, accelerated 
after the triumphal appearance of 
IRA prisoners at Sinn Fein’s 
party conference the weekend 
before last. Suddenly, the out- 
come does not appear so certain 
after all Unlike 1985 when union- 
ist parties closed ranks in oppos- 
ing the Anglo-Irish agreement, 
today the unionist community is 
split. Predictions are much 
harder to make. 

It is not that the overall result 
is in doubt. With nationalists 
strongly in favour, the referen- 
dum is certain to be carried even 
if less than half thn larger union- 
ist community vote for it 
But there are big questions 
about the size of the majority and 
potentially big differences 
between the Implications of a 
resounding majority (say, 70 per 
cent in favour) and these of a 
more muted approval, with per- 
haps 60 per cent, implying that a 
majority of unionists might have 
voted against 

The political reality is that any- 
thing less than an emphatic Yes 
will be seized on by the oppo- 
nents of the deal as proof that 
the unionist community has not 
given its consent 
It is easy to see why. Northern 
Ireland has been in this position 
once before, after the Sunning- 
dale agreement in 1973. On that 
occasion there was no referen- 
dum, but in the new assembly 
unionists opposed to the deal out- 
numbered those willing to share 
power with nationalists. The 
power-sharing executive headed 
by Brian Faulkner collapsed after 
only five months, in the midst of 
a unionist general strike. 

A Yes vote of over 70 per cent 
this Friday would probably pro- 
vide enough of a tail wind for Mr 
Trimble to avoid Faulkner's fate. 
IBs deputy, John Taylor - one of 
the few veterans of Sunningdale 
still in politics - believes 65 per 
cent would su ffi ce. 

A two-thirds majority remains 
a possible outcome. Mr Trimble 
yesterday appeared confident the 
tide was turning his favour. 
“We’ve had our wobbly patch, 
we’re over that and the goal is in 
sight.” 

But what if he is proved 
wrong? The new assembly would 
still be set up (to do anything 
else, officials say, would he 
undemocratic}. 

But everything else would be 
changed, in particular the posa- 


Ulster down to the wire 


John Murray Brown and Edward Mortimer consider 
the last-minute jitters affecting the Irish peace agreement 



tions of Mr Trimble and the 
unionists on the one hand, and 
Gerry Adams and the Republi- 
cans on the other. The upshot 
could be that the assembly would 
be an empty vessel, a shouting- 
shop. 

Anything short of about 65 per 
cent could trigger a challenge to 
Mr Trimble's leadership of the 
Ulster Unionists. If the “Nos” 
then did well in the assembly 
elections to be held on June 25 
they would in practice be in a 
position to subvert the working 
of the assembly. 

They could, far example, block 
the election of a new chief execu- 
tive (a sort of prime minister for 
Ulster). That would mean that 
even though they could not 
wreck the power-sharing provi- 
sions of the deal they could frus- 
trate the setting up of the North- 
South institutions that it pro- 
vides for. These are a vital part of 
the agreement for nationalists, 
and without them the expected 
Yes vote in the south would 
become meaningless, since the 
constitutional amendmen t drop- 
ping the Republic’s claim to the 
north would not take effect. 
Hence, if the approval was below 
about 60 per cent, everything 
could go for naught even though 
there was a majority and even 
though the assembly was actu- 
ally set up. 


Such an outcome would also 
play into the hands of radical 
nationalists and republicans, who 
would argue that the agreement 
had been wrecked by unionist 
refusal to accept a majority vote 
(the very principle on which they 
rely to keep Ulster British). Some 
unionists believe this has been 
Sinn Fgin's game all along; 
playing for a stalemate which 

'We’ve had our 
wobbly patch, 
we’re over that 
and the goal 
is in sight 1 


would provide an excuse for the 
IRA - or at least republican 
splinter groups - to revive the 
war and pitch Northern Ireland 
Into another cycle of violence 
and destruction. Even if this was 
not the plan, the Republicans 
would still have achieved much; 
at the very least, their rivals, the 
unionists, would have been 
plunged into disarray. 

So how has everything gone 
from high hopes to these fears in 
a month? And what are the 
chances that the vote could, alter 


all, turn out convincingly in 
favour? In practice, Mr Trimble 
has seemed uneasy about recom- 
mending the deal with any 
enthusiasm. The constitutional 
arrangements are complex, and 
the inevitable compromises, espe- 
cially the one allowing Sinn F6in 
leaders to become ministers on 
the basis of proportional repre- 
sentation, are not easy to sell to a 
defensive unionist audience, 
many of whom feel they have 
been bombed to the negotiating 
table by the IRA. 

The No camp, having boycotted 
the talks, entered the fray fresher 
than its opponents, it seized the 
initiative, exploiting the doubts 
expressed by senior members of 
Mr Trimble's party, including a 
member of his negotiating team 

The main weakness of the No 
campaign is its lack of a positive 
alternative to the agreement But 
the Rev. Ian Paisley, leader of the 
Democratic Unionist party, has a 
neat retort to this argument: “Of 
course there's an alternative to 
letting convicted murderers out 
of jail Keep them locked up.'" 

His DUP alone probably 
accounts for a solid 20 per cent of 
the total vote. But there are signs 
the No camp is now mustering 
support well beyond that, from 
voters who would normally have 
little truck with Mr Paisley’s 
anti-Catholic populism. 


OBSERVER 


Presidential bid 
on the line 

Antonio Di Pietro, the former Italian 
magistrate whose anti-corruption 
Investigations unseated a prime 
minister and shook the foundations 
of Kalian capitalism, is threatening 
another tour de force at recently 
[ privatised Telecom ttafta. 

Now a senator with the niNng 
centre-left OCve Tree coalition, Di 
Pietro Is threatening to turn up in 
Turin on June 16 at the 
shareholders meeting to "defend 
the righto" of the 1.5m small 
shareholders. . . 

in his regular column In the 
weekly gossip magazine Oggi, Di 
Pietro says the small fry who own 
85 per cent of Telecom RaOa's 
capital "count for less than z ere". 

Ml the levers are pulled by a group 
of "stable shareholders" - 
including the Agnefll family - who 
own 6.16 per cent of the company. 

His intervention wont be music 
to the ears of Gnn Mario 
Rosslgnolo, Telecom's embattled 
chairman, who has been trying to 
adapt the old telephone monopoly 
to a private enterprise culture - 
there has been infighting worthy 
of the Boigias In the executive 
suite. .- 

• Rosslgnolo has also upset the 
government - stiH foe largest 
shareholder'- by ditching a 
strategic agreement with AT&T in 
favour of * hook-up with Cable & 
Wretess. The last thing he needs Is 

a people’s champkm snapping at j 
h» heels. I 


Di Pietro is making himself 
unpopular with the Olive Tree's top 
brass by cultivating an 
Independent populist approach, 
apparently pulling out afl the stops 
to boost his poB ratings for an 
eventual bid for the presidency, in 
which case, the votes of 1.5m 
Telecom Italia small shareholders 
are not to be sniffed at 

Loudon dear 

The Netherlands' revamped 
legislation on Insider trading Is 

among the toughest in the world, 
says Francis Loudon, the former 
MeesPlerson banker who these 
days r uns b ourse watchdog STE. 

The STFs annual report, 
released yesterday, showed that 24 
such investigations took place last 
year. So let's hope that no future 
probes centre on European Vfoyl 
Corporation. Wagoner Arcade or 
De Drie Bectrorecs. Oddly for a 
regulator, Loudon Is a 
non-executive cfirector at all three 
Amsterdam-feted com parties, 
chairing foe supervisory boards of 
the last two. 

"Theoretically a conflict is 
possible," he said yesterday, "and 
an alegant solution would have to 
be found." Pointing out that these 
flttie earners had the blessing of 
finance minister Gerrtt Zalm, 

Loudon added mMy. “In the old ! 
days we ware all part-timers." 

On the brawl 

There wffl be a place of honour at 
the inauguration of the next 


Philippines president for an 
American cafied Patrick Hilton. 
That’s assuming, as most FQipinos 
do, that Joseph "Erap" Estrada has 
won - and that Hirton can be 
found. 

Estrada's allies are trying to 
track down HBton because he 
changed the vice-president's fife. 

In 1953 a playground punch-up gat 
them both expefied from the 
snooty Jesuit-run Ateneo de Manila 
High School If Estrada had stuck 
. with the Jesuits he might have 
become just another lawyer, 
accountant or banker. 

The Jesuits would not have 
encouraged him to drop out of 
college and become a high-living, 
womanising, tough -guy B-movie 
actor, the career that launched him 
into polttlcs. HHton made a mark 
on Philippines history, as well as 
on Estrada's nose. 

In another sign erf confidence to 
Estrada’s victory. President Fidel 
Ramos has given htoi a tour of the < 
Malacafiang Palace, even 
introducing him to the servants. "I 
told him that 1 would keep them,” 
said a chirpy Estrada. Investors will 
be hoping for lots more pledges of 

continuity. 


Spun off 


Through the ups and downs of 
Benjamin Netanyahu's leadership 
erf Israel, his top spinrneister David 
Bar-fllan has shown worid-dass 
issue of the New Yorker magazine, 
which carries a profile of B&j by 
veteran Pufitesr-prtzswtorfing 
journalist David Rem nick. 


Bar-Man's reported comments 
on Sara Netanyahu - "not the 
most stable woman in the world* - 
have stirred up a storm. Netanyahu 
and his cronies have always 
denied stories about the first lady’s 
neurotic cteenlinass and tendency 
to fire the home help for bunting 
the soup: the interview provides 
details to back up the reports. 

M the premier’s men are rallying 
around Bar-IRan's denial that he 
said any such thing. Rem nick Is 
standing by his story, the Israeli 
press is having a field day and 

press briefings may never be the 
same again. 

Dane graded 

Jacques Delore was in vintage 
form on his return to Brussels 
yesterday. The highlight of a 
scintillating hour-long tour 
dTwfcon came when the former 
Commission president was asked 
what would happen If Denmark 
voted against toe treaty of 
Amsterdam in the May SB 
referendum. 

The Danes would ask for more 
opt-outs, he said. If countries kept 
doing that, the European Union 
would ton Into a "serf-service 
operation" where everyone could 
pick and choose. That would be 
the end of the EU. 

AH good dean stuff until Defers 
added with a mischievous grin that 
countries which took this line were 
like people who Idea pornographic 
movies but don't admit iL That 
raised a few smiles, though 
perhaps not from the Danes. 


The main battle is being fought 
for these socaHed “soft No" vot- 
ers - unionists who initially 
either welcomed the agreement 
or were oot intending to vote, but 
are now seriously worried. An 
important component of this 
group is the religious vote. All 
the main churches have 
remained non-committal, but sev- 
eral prominent clerics have come 
out against the deal, arguing that 
it rewards violence. 

Among voters aged 18 to 30, by 
contrast, a poll in the Irish News 
on Monday suggests there Is 
much more support for the deal 
than in the population as a 
whole. Equally critical for the 
Yes camp, in thin age group only 
10 per cent said they would not 
vote, compared with around 20 
per cent of the overall 
population. 

Turnout will be critical In gen- 
eral elections it has varied from 
58 per cent in protestant North 
Down to 92 per cent in the border 
constituency of Fermanagh and 
South Tyrone. The disparity 
underlines the fact that voter 
apathy tends to be much more 
widespread among unionists. But 
government officials believe the 
turnout this time could be as 
high as 80 per cent This is sup- 
ported by the unusually high 
number of applications for postal 
votes from people working out- 
side the province. 

Even if the Yes camp succeeds 
in winning a respectable major- 
ity, the battle will not be over. 
The opposition will have a sec- 
ond chance with the assembly 
elections five weeks later. 

The big question is how far 
these elections will reflect the 
referendum result Many of those 
persuaded to vote for the first 
time on Friday may be unwilling 
to come back and vote for the 
familiar faces on June 25. 

In particular, with an electoral 
system favouring the bigger par- 
ties. those working-class union- 
ists attracted to the more radical 
politics of the small loyalist par- 
ties (which are backing the Yes 
campaign) may stay at home feel- 
ing the mainstream parties have 
nothing to offer them. 

To be able to wreck the assem- 
bly by vetoing the election of the 
chair and key officers, the Faisle- 
yites would need a huge swing 
away from Mr Trimble, which 
even on the evidence of recent 
polls may prove a tall order. The 
rules require that such key deci- 
sions are taken on the basis of a 
straight majority of both unionist 
and nationalist members, or a 60 
per cent majority comprising at 
least 40 per cent of each block. 

None the less. Sydney Elliott, a 
political scientist at Queen's Uni- 
versity in Belfast, says Mr Trim- 
ble will face a hard campaign to 
regroup his forces for the assem- 
bly elections. He may be encour- 
aged by yesterday's statement 
from Mr Donaldson, who has 
come to personify the doubts 
over the deal within the UUP, 
that after voting No on Friday he 
would be back working with Mr 
Trimble on Monday far a strong 
UUP vote in the assembly. But 
support on those terms high- 
lights Mr Trimble's next 
dilemma: will he accept people cm 
his ticket who have defied him in 
the referendum campaign? Or 
indeed, will be be strong enough 
to deny them party endorsement 

even If he wants to? 

Given the autonomy of the 
Ulster Unionist constituency 
associations, party officials say 
there is little he can do to pre- 
vent No-campaigners being 
selected. For Mr Trimble, Friday 
is the first big hurdle. 

But whatever the outcome 
then, the battle to secure the new 
deal for Northern Ireland will 
have only just begun. 


100 years ago 

Playing “Yankee Doodle" 

The great New York Life 
Insurance office urges on the 
hounds of war In America, and 
offers the Government ten 
million dollars with which to buy 
big guns and blow the 
Spaniards to smithereens. 
Simultaneously in Madrid the 
same company acts as a 
recruiting sergeant on the other 
side by totting an insured 
Spaniards fight, free of extra 
premium, against the Americans, 
but not against any other 
people. So the great office is 
playing “Yankee Doodle* with 

one hand and whatever may be 
the Spanish war chant with toe 
other. 

50 years ago 

Germany's Unusual Economy 
A man In Berlin wanted to move 
to Frankfurt, but he knew that 
no accommodation was 
available. He arranged therefore 
for a pre-fabricated house to be 
delivered from toe French zone 
and erected for him in Frankfurt 
The payment was made in 
electric bulbs, which were 
manufactured in the Russian 
zone and were obtained by 
another exchange transactfen. 

| Various middlemen came into 
the deal at various stages. Much 
of German economic life Is 
| based on this type of 
transaction. 
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Minority issue 


Mopping up minorities is the latest 
fashion in corporate Europe. Suez Lyon- 
naise des Eaux did it this week with 
Society Gdudrale de Belgique; Asa-UAP 
did it earlier in the month with Royale 
Beige. Even Pirelli has streamlined its 
structure. 

This is another sign of shareholder 
value catching on. In the past, especially 
in France and Italy, the game was to 
control as big an empire as possible, but 
owning all of a subsidiary seemed a point' 
less way of tietng up limited capital. Now, 
though, with the game increasingly about 
boosting the share price, mopping up 
minorities often makes sense. Total con- 
trol makes it easier to drive through 
industrial synergies; it can also eliminate 
holding company discounts, as outside 
investors are often deterred by compli- 
cated structures. Moreover, Insofar as the 
company has convinced shareholders that 
it is pursuing their Interests, It does not 
even need to find file cash to execute the 
transaction; paper will do the job just as 
welL 

There is much unfinished business. 
Both Axa and Suez Lyonnaiee, for exam- 
ple. have outstanding minorities in some 
subsidiaries. And when the parent and 
subsidiary are in different industries - for 
example. Elf/Elf Sanofi - it would be mare 
sensible to sell out completely than mop 
up the minority. Moreover, old-style atti- 
tudes still linger, particularly in family- 
controlled groups: Bernard Arnault, 
Albert Fr&re and the Agnellis show no 
sign of abandoning their Chinese boxes. 

J, Sainsbury/Ahold 

J. Sainsbury may like to believe that the 
? per cent jump in yesterday’s share price 
was down to its brilliant negotiating skills 
in securing over £375m few its stake in 
Giant Food. The deal was good, but not 
that good: earnings are likely to be 
onhanr-Pti by some 1 per cent In truth, the 
market's enthusias m probably owed more 
to relief that Sainsbury was limiting - its 
exposure to the US market 

It was a mirror image over in Amster- 
dam, where Ahold was rewarded with a 6 
per cent rise In its shares for its plans to 
buy file whole of Giant If acquiring Giant 
-makes so much sense for Ahold, why not 
for- Sainsbury? Ahold has spent the last 20 
years building up a $lSbn business in the 
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US. Yesterday’s bid for Giant may not be 
cheap: it may take two or three years 
before the return on the investment 
matches the business's cost of capital But 
it will yield more synergies for Ahold 
than Sainsbury, whose US business will 
now have sales of soma S3hn. 

Sainsbury will now have to explain 
quite what its US strategy is. Arguably, as 
of yesterday, it has strengthened the mar- 
ket power of one of its rivals. And a 
glance at the two companies’ relative 
share price performance Indicates Salis- 
bury investors have less faith in it than 
do Ahold’s in their company. si«m*>iniri- 
ers in UK retailers hold bad memories of 
their companies’ forays into the US. And 
Salisbury's own recent troubles with 
Shaw's can only have reinforced their dis- 
affection. 

Brazil 

Brazil has resumed its shaky progress 
towards fiscal rectitude. Having lost an 
early vote on key civil service reforms, 
the government has succeeded in forcing 
the introduction of a minimum rg H T wm mt 
age through Congress. Since same civil 
servants start drawing foil pensions in 
their mid-405. this should save a worth- 
while sum. 

And not before time. Spiralling interest 
payments and a slowing economy mean 
the budget deficit is now running at an 
unexpectedly high &5 per cent of grass 
domestic product To bring the situation 
under control, the government will have 
to pull off file sale of phone network Tele- 


bras, set to raise $20bn, on a tig ht time- 
table. And there is already talk of the 
need for a second round of social security 
reforms if President Fernando Henrique 
Cardoso is reelected in October. 

If all goes according to plan, the cambi- 
natiaa of reform ««d privatisation should 
bring down next year's deficit, allowing a. 
cut in Interest rates and thus a further 
deficit reduction. But Investors are not 
betting on such a virtuous circle yet - the 
troubles in Indonesia are a reminder of 
Brazil's vulnerability. A measure of the 
market’s scepticism is that real interest 
rates are still a staggering 20 per cant, 
despite substantial monetary rasing since 
last autumn's crisis. That la likely to keep 
yhA lid on Brazil’s stock «*nd bond mar- 
kets. 

Marks and Spencer 

When Marks and Spencer’s pretax prof- 
its broke through the £2bn barrier in j 
1996-97, the super reliable retailer’s shares j 
were on a roH What seems strange now is 
that it was ever thought that such a 
mature, hi gh-marg in business could coo- i 
finite to in errag ft profits at a double digit 
rate. In the past year, two things have 
caught up with it additional cc up et i tkm 
at home and its, perhaps under s tandable; 
caution in expanding abroad. As a result 
profits seem stuck at £U.bn£12hn until 
the n e xt mivunmrnm, hence the stock's 
Bnj apaft nna n ct 

Yet M&S has rightly retained a pre- 
mium rating to the sector. No gn* doubts 
the strategy of increased investment The 
lower risk tranche of the spending - 
including conversion of UK stares bought 
from littlewoods - should pay off first It 
will be more difficult to mflk decent 
returns overseas, as illustrated by last 
year's drop in profits outside the UK- 
Such uncertainty could cause mare turbu- 
lence In the shares. Another company 
reporting yesterday, the caterff Compass 
Group, says it took a good two years 
before its t raTmfnmmtinn intn an interna- 
tional player was reflected in the share 
price. Against this background, and with 
retail conditions hardly easy in the UK, 
M&S might be tempted to take the foot off 
the international accelerator. It should 
not Indeed with its minimal debt level, 
there is a case for bolder expansion, 

inH Tiding fflntinmtal acquisitions. 


Posco looks for strategic 
link with Nippon Steel 

Korean group’s equity swap plan 'defence against corporate raiders’ 


By Mettfyo Hatan oot o In Tokyo 
and Jots Burton in Soooi 

Pahang Iron imd Steel Company, the 
South Korean steelmaker, has pro- 
posed an equity swap with Nippon 
Steel of Japan that could lead to the 
world’s second largest and largest 
steel companies foaming a strategic 
affiance. 

Posco said equity sharing would 
Mp defend it from foreign cor por a te 

raiders once the company was priva- 
tised. “Should Nippon Steel agree to 
the deal, the two companies can 
enter into a mutually protective 
^wrangMwiwyt, ** ft Said. The Knrgftp 
government plans to sell its 33 per 
coot stake in Posco, partly through a 
rights issue on the New York Stock 
Exchange, once pri v a ti s ation plans 
are a pp roved by the end of June. 

Nippon Steel confirmed yesterday 
that it had been approached by 
Posco about the possibility of swap- 
ping equity but said such a deal 
would depend on the Korean govern- 


ment's plans far Pasco. “There have 
been discussions' but nothing spe- 
cific has been decided. But we will 
have to wait and see how (foreign 
-ownership] rules are changed We 
have not started forms! talks,” Nip- 
pon Steel said. Foreign ownership of 
Posco is limited to 30 per cent, which 
is nearly fully subscribed. 

' An equity swap between the two 
largest steelmakers would pose a for- 
midable challenge to other steebna- 
kers, analysts said 

Torn Nagai, industry analyst at 
Morgan Stanley in Tokyo, said: “An 
alliance between the two largest 
steelmakers would be a blow to any 
other steelmaker, particularly those 
who had hoped to tie up with one or 
the other in the Asian market.” 

Mr Nagai expected may share swap 
to involve between 10 per cent and 
20 per cent of Posco equity, ft would 
benefit both companies by enabling 
them to avoid excess competition in 
Asian markets as demand weakens 
due to the region’s economic tur- 


moil. Kenichiro Yoshida, industry 
amftyat at Solomon Smith Barney in 
Tokyo, «*id; "The Asian 'markets are 
practically dominated by Japanese 
steelmakers and Posco." Posco pro- 
duced 26.4m tonnes of crude steel in 
1997. slightly less than Nippon Steel. 

Although Nippon steel and Posco 
are industrial rivals, .they have close 
relations dating from 1969, when the 
Japanese company helped its Korean 
rival .build its business by providing 
technical support and manufactur- 
ing equipment 

The proposal by Posco reflects the 
influence of its founder. Park Tae- 
Jocn. who spent years in political 
exile in Japan before returning last 
year to Korea, where he heads a 
minority party in the new coalition 
government, Mr Park, who was 
forced to resign in 1993 as Posco 
head by a previous government, has 
quickly reasserted his control over 
the steelmaker by appointing a for- 
mer colleague, Yoo Sang-boo, aa 
chairman- 
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By ftrtrtto fa Mo scow . 

Russia’s central bank raised interest 
rates to 50 par cant yesterday to 
shore up the rouble following recent 
pressur e on state treasury bands and 
the craratcy. 

The move. With an imnnqprenynt 
tfort the go v e rn m ent would defend 
the rouble and was sticking to a 
stringent monetary policy, appeared 
to steady nervous markets some- 
what. 

The benchmark RTS share index, 
which fell 1L8 per cent an Monday, 
rose 4 per emit The rouble steadied 
at Rbs6.15 to the dollar at the close. 

The central bank put up its 
refinancing rates to 50 per cent from 
30 per cent their highest level since 
December 1996. ft increased Its Lom- 
bard rate - the rate at which it lends 
to conn partial hanks — from 40 to 50 
per cent 

The raising of the refinancing rate, 
which saves as a cap on Treasury 
bill yields, follows a sharp rise in 
yields in recent days as investors 
off-loaded company stocks in favour 
of govern ment bonds. Sergei Dubi- 


nin, the central bank chairman,' 
blamed western companies for "spec- 
ulative attacks” on the rouble and 
said the government' had spent 
$50Qm propping up the currency in 
fiie past week. 

He did not name any institution 
but referred to a western investment 
company, a consultant to the gov- 
ernment an distributing eurobonds, 
which had contributed to the cat 
lapse of the securities market and 
the rouble. 

1 want to say straight away, and 
the government backs me on this, 
that the g o v ernm ent should recon- 
sider its relationships with those 
institutions which have tnkan part 
directly in this,” he warned. 

Alexander Potemkin, the bank’s 
deputy chairman, said he hoped the 
interest rate rise would convince 
investors there was no serious threat 
to the rouble exchange rate or to 
monetary policy. 

"We are convinced that these 
actions, our actions In raising inter- 
est rates, will one way or another be 
able to maintain stability cm Russian 
financial markets ," he said. 


Tbe markets remained nervous, 
brokers said, but Treasury bond 
yields came down. Six-month matu- 
rity bonds, which were yielding 50 
per cent on Monday, were yielding 
4L5 per cent yesterday. 

.The financial crunch is the latest 
difficulty to hit the newly Installed 
government of Sergei Kiriyenko. ft Is 
already under pressure to pay thou- 
sands of striking Russian miners. 
They are protesting against the non- 
payment of months of wages by 
hlnririwg the main railway tinea in 
Siberia and the for north. 

Mr Kfriyeoko is expected to make 
a speech on the stock market crisis 
tomorrow. 

The central bank’s ability to 
defend the rouble remains the main 
preoccupation of Investors. Par 
Mellstrom, head of research at 
Brunswick Warburg, a Moscow bro- 
kerage, said: "What the central bank 
has done, and their statements, 
show they feel they have time and 
they are willing to pay the high 
interest rates. It is in their hands.” 

Editorial Comment, Page 13 
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Seagram acquisition as sector 
faces global sales slowdown 


Seagram, the Canadian drinks and entertainments 
group, is poised to become the world’s biggest 
record company by buying PcfyGram, the Dutch 
group. Although the acquisition, worth more than 
$10bn, fuffiHs an ambition of Edgar Bronfman Jr, 
Seagram's president it comes as the sector faces 
a global slowdown in music sales. Page 18 


Tiger acquires taste tor noodles 

..... South Korea's once- 


SouSh Korea proud export Industries 

Korea Conpoate - cars, ships and semi- 

mi' - -• conductors - are being 

a shunned by foreign 

550 lM JV U investors. Interest has 

t r — — ' shifted to humble com- 

iso F 1 U pantos such as Nang 
1 Shim, s noodle maker. 

• T These are favourites 

among investors 

saai^naaxr. because they ere practl- 

• cally debt-free. Analysts 
say traders will concentrate on companies with 
low debt when the limit on foreign shareholding, 
now 55 per cent, ends on Friday. Page 38 
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Barrick explains use of hedging 

The World Gold Council blames the dramatic 
decrease in gold prices on the increasing use of 
hedging. The world's biggest and most effective 
gold hedger is Bairick Gold of Canada. Peter 
Munk, its chairman, has indicated why he puts 
such an emphasis to the practice. Page 26 


CME begins Ecu futures trading 

Trading in European currency unit futures and 
options began on the Chicago Mercantile 
Exchange, the second largest of the US futures 
exchanges. The move paves the way for eventual 
trading in the new euro currency. Page 24 


Demand tor silver in India dries up 

MHIions of Indians, the biggest consumers of sil- 
ver, stopped buying the metal towards the end of 
last year as its price rose on the buying activities 
Of Warren Buffett’s Berkshire Hathaway investment 
group. The Washington-based Silver Institute said 
importe to India virtually dried up. Page 2B 
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Ahold in $2.7bn bid for Giant Food 


By Gordon Cramb in Amsterdam, 
Peggy HoBnger in Loockn and 
Richard Tomkins to How York 


Dutch supermarket group aims to broaden US reach 


Ahold, the Dutch-based 
supermarkets group, yesterday 
moved to broaden its US reach 
with a J2.7bn-p)us bid for 
Giant Food, a chain based in 
Maryland which UK retailer 
J Sainsbuzy had previously 
sought to control. 

Giant’s operations in Wash- 
ington DC. Maryland. Dela- 
ware and other states would 
plug a gap to Ahold activities 
in north-eastern and south- 
eastern US. Cees van der 
Hoeven, president of Ahold, 
described it as “highly compat- 


ible with our other US com- 
panies”. 

The 176 outlets of Giant 
Food would take the total 
number of US stores under 
Ahold control above 1,000. Its 
existing chains include New 
England’s Stop & Shop and the 
unrelated Giant Food Stores, 
based in Pennsylvania. 

The disposal of J Sainsbnry’s 
19 per cent stake in Giant, pur- 
chased three years ago for just 
under £275m (8459m), comes 
weeks after Lord Satnsbury, 
chairman and architect 
of J Sainsbury’s US expansion. 


announced his retirement. 

J Sainsbnry insisted the dis- 
posal did not signal a withdra- 
wal from the US market, 
where it still owns Shaws, a 
New England chain. 

The disposal of the Giant 
stake had been prompted by 
the opportunity to capture 
some shareholder value. 
“Ahold’s valuation on the busi- 
ness was much higher than 
ours,” said David Bremner. 
head of J Sainsbury’s interna- 
tional division. 

Although analysts said the 
price was high, shares in 


Ahold rose 5.7 per cent The 
Dutch group had said it would 
make an unspecified equity 
issue to refinance the pur- 
chase. Last month, it com- 
pleted a FI 2 bn offering. 

At lunchtime in New York, 
Giant Food's publicly traded, 
non -voting shares were up 
$5ft, or H per cent at $42%. 
Ahold is offering $43.50 apiece 
for these and has agreed to 
buy voting and non-voting 
shares owned by JSainsbury 
nnrt the family of Israel Cohen, 
chairman, who died in 1995. 

In the year to February 1998, 


Giant Food increased sales by 
9 per cent to $4. Zbn. but net 
profits fell from $85.5m to 
$71 .2m after the company 
slashed prices to bring shop- 
pers back after a long strike by 
truck drivers. It also suffered 
increasing competitive pres- 
sures from discount chains 
such as Wal-Mart Stores, 
which has moved aggressively 
into the groceries business. 

Ahold, with sales last year of 
FI 50.57bn and net earnings of 
FI 934m, sees streamlined tech- 
nology and distribution as a 
key to boosting earnings in the 
US, already its biggest market. 


Opel chief 
Herman 
expected 
to resign 


By Haig Sfanoftiaa In London 
and Mian Bowtey to Frankfurt 


London stocks, Page 32 


Bajaj Auto plans computer figtitback 

India’s market for two- and three-wheel vehicles 
grew last year, but volumes at Baja) Auto, the 
country's biggest producer, fell 6.4 per cent Rahul 
Bajal, chairman, aims to fight back by using 
computer-controlled machine tools to improve 
quality control and build new models. Page 17 


DuPont to buy 
Merck’s 50% 
stake for $2.6bn 


By Jsmy Lussby to London 


US rate hopes lift Dax to record 

Early strength on WaD Street and a growing con- 
viction that the Fed’s open market committee 
would leave US interest rates unchanged sent 
Frankfurt into record territory. The Frankfurt's Xetra 
Dax index peaked at 5,446.03 before edging back 
In late electronic trade to dose 97.34. or 1.6 per 
cent higher, at a record 5,441.00. Page 36 


DuPont is to buy out the 50 per 
cent stake held by Merck in 
the DuPont Merck pharma- 
ceuticals joint venture for 
$2.6bn In the latest move by 
tile US nherniwilft rn ngl n mft r- 
' ate into life sciences. 

The pharmaceutical venture, 
farmed in 1991 and with sales 
last year of $L3bn, covered all 
DuPont’s drugs activities with 
the exception of one 
business. It will now be drawn 
into tiie group’s new life sci- 
ence division, where it will be 
known as DuPont pharmaceu- 
ticals. 

DuPont, which last week 
announced the sale of its ail 
arm, Conoco, plans to increase 
its life sciences division to 
35 per cent of group sales by 
2002. The Merck acquisition 
will take that proportion to 
20 per cent of the existing 
group, excluding Conoco, or 
about $Shn. 

However, the drugs buy-out 
will only account for a small 
proportion of the funds raised 
from the Conoco sale - the 
first tranche of which will be 
an initial public offering th« 
year of 20 per cent of the oil 
business, estimated to be 
worth between $4bn and $Sbn. 

. Kurt Landgraf, executive 
vice-president of life sciences, 
yesterday ruled out any large 
pharmaceuticals acquisition, 
saying this would inevitably 
be dilutive. But he said the 
group would seek to a u gm en t 
its pharmaceuticals activities. 

It intended to do this by 
expanding its geographical 
presence in Europe and Asia, 


its R&D pipeline, its bio- 
technological capabilities. On 
this basis, “we hope to have 
found a European partner 
through an alliance or an 
equity arrangement in the 
near fixture”, he said. 

Such an albannp would con- 
firm DuPont's emerging will- 
ingness to develop Unlcs to 
achieve the partnerships that 
have eluded others. Last 
month, it acquired a 20 per 
cent stake in Pioneer Hybrid 
International, one of the 
world’s leading seeds com- 
panies. This sealed its alliance 
with a company DuPont’s 
main rival, Monsanto, had 
wished to acquire. 

Meanwhile, DuPont said it 
would take advantage of the 
full control of its pharmaceuti- 
cals business to “ramp up" its J 
pharmaceuticals R&D spend- 
ing from between S30Qm and 
$400m tod ay “to $50Gm in the 
near future". 

It also aimed to apply the 
R&D and marketing capabili- 
ties of its pharmaceuticals 
operation elsewhere in its life 1 
sciences division, with the tar- 
get of lifting its agricultural 
biotechnofogy sales to flbn a 
year by 2002. . . 

The group will poet a $lbn 
R&D write-off following the 
Merck stake buy-out. This will 
fall in either the second or 
third quarter, depending on 
when the deal is dosed. 

Mr Landgraf said the 
buy-out would dilute earnings 
by 3 to 4 cents a share this 
year and next year, but would 
be earnings enhancing by 2000. 



Crfdft Lyonnais employees de mons t rate d against the rescue plan, saytog it fated to protect fobs Reuters 


Asset sales list brings Credit 
Lyonnais closer to rescue deal 


By Saner tskandar la Brassefe 
aod Andrew Jack in Paris 


DuPont to upon prose, Page 19 


The European Commission hag 
received a detailed list from 
the French government of 
assets that Credit Lyonnais, 
the troubled French bank, will 
have to sell to gain approval 
for an estimated FFrl20bn- 
FFrl45bn ($20bn-$24bn) state 
rescue package. 

The document clears the 
final obstacle far approval of 
the largest state aid package 
examined by the Commission, 
which is due to vote on the 
proposals today. 

A Commission official said 
yesterday that Karel Van 
Miert, the European Union 
competition commissioner, 
was satisfied with the list and 
was likely to obtain his col- 


leagues’ approval for the res- 
cue without debate. 

The identity of the assets to 
be sold will remain confiden- 
tial to protect the price they 
will realise on disposal. Mr 
Van Stiert will make only one 
copy available to Jacques San- 
ter, president of the Commis- 
sion. “The list is in Mr Santer’s 
safe, and I do not even know 
the combination." said the offi- 
cial. 

At the weekend, the list was 
all that was missing for the 
Commission to approve the 
deal, after tense negotiations 
culminated in an agreement 
last Thursday between Mr Van 
Miert and Dominique Strauss- 
Kahn, France’s economics, 
finance industry minister. 

The plan requires sales of 
FFr680hn of Credit Lyonnais’ 


assets in France and the rest 
of Europe as well as in the US 
and. Asia, by reference to 1905 
values. The bank’s Belgian and 
Germany subsidiaries are 
among those to be sold. 

Credit Lyonnais must be pri- 
vatised by October 1999, and 
restrictions are being placed 
on its growth over the next 
few years. 

More than 2,000 employees of 
the bank demonstrated in 
Paris yesterday to protest at 
the rescue plan and called on 
France to reject It. They 
argued that it offered no guar- 
antee of job protection. 

However, union leaders leav- 
ing a meeting yesterday with 
an adviser to Lionel Jospin, 
the prime minister, indicated 
that the French government 
was in favour of the plan. 


David Herman, chairman of 
Adam Opel, is expected today 
to announce his resignation to 
a further top management 
change at the international 
operations of General Motors. 

Mr Herman is expected to be 
replaced by Gary Cowger, for- 
mer head of GM’s Mexican 
subsidiary, who was trans- 
ferred earlier this year to be 
bead of manufacturing at GM 
Europe. 

Mr Herman, an eastern 
European specialist, will move 
to a new Moscow-based posi- 
tion, running all GM’s 
operations in the former Soviet 
Union. 

The world’s biggest car- 
maker ha«? a small joint ven- 
ture in the autonomous repub- 
lic of Tatarstan, and has been 
in long-running talks on a 
much more ambitious scheme 
with Russia’s largest car com- 
pany. Avtovaz. 

The changes have still to be 
approved formally by Opel’s 
supervisory board next month. 
However, they have been 
widely foreshadowed, amid 
growing concerns at GM's 
Detroit headquarters about 
declining profitability and 
increasing publicity about 
management frictions in 
Europe. 

Earlier this year, GM 
announced it was transferring 
the headquarters of its inter- 
national operations to Detroit 
from Zurich. The international 
HQ had been moved to Swit- 
zerland from the US in 1992 as 
part of the group's globalisa- 
tion drive. Recently, however, 
GM’s top US-based manage- 
ment has wanted closer con- 
trol over its international 
activities. 

The appointment of Mr 
Cowger had been expected in 
March. However, press leaks 
and his reputation as a tough 
production man intent on cut- 
ting costs led to stiff opposi- 
tion from Opel's workers, who 
are represented on the compa- 
ny’s supervisory board. 

Rising speculation about Mr 
Herman’s replacement led the 
company to take the unusual 
step of announcing in advance 
that personnel issues would 
not be discussed at the March 
supervisory board meeting. 

However, it was widely 
understood at the time the 
issue had simply been post- 
poned pending a cooling off 
period before the issue of Mr 
Herman’s succession was once 
again raised. 



BARRY RILEY 


Mind the pension gap 


What might he called pension 
fund capitalism is an 
inadequately explored subject 
It may not be a coincidence 
that rapid growth in US 
retirement assets (now worth 
some S7,000bn) has paralleled 
the past decade’s renaissance 
of US capitalism. 

Right now. too, US and UK 
institutional funds are playing 
crucial rales in the 

transformation of the 
European corporate sector, in 
the absence of comparably 
significant Continental 
participants. Maybe, too, the 
relative absence of strong 
domestic pension funds 
partially explains the plight of 
Japan and its Asian 
I neighbours. 

It is estimated that pension 
fund assets will reads 
$12 JlOObn in the top 15 
r economies in 2 DOOl How should 
, thte vast pile of wealth be 
managed? A new book 
explores the subject from the . 
viewpoint of two leading 
pension consultants: Keith 
Ambachtsheer, president of 
KPA Advisory Services, 

1 Toronto, and Don Ezra, who 
runs Frank RusselTa European 
consultancy. 

Pension funds have 
historically depended for their 
development on trust law, 

! which was exported from the 
: UK to North America before - 
being adapted into 1970s . 
American legislation. 
Fiduciaries must balance the . 
interests of sponsors and 
different classes of 
beneficiaries, andmsst behave 
like a “prudent man". Where 
no such fiduciary law exists - 


in Francs or Italy, say - there 
are no significant pension 
funds. 

Pension funds are not 
charities, because they also 
re p r ese nt part of the sponsors’ 
employment benefit pac k a g e s . 
For a typical North American 
plan 19 per cent of benefits are 

effectively paid by 
contributions, 81 per cent out 
of the long-term investment 
returns. If the fiduciaries are 
too cautious the required level 
of contributions may rise 
unacceptably. 

Vital importance is attached 
by the authors to 
“understanding the pension 
j deal" and “knowing who tire 
i pension plan stakeholders 
I are”. But a recurring sign of 
! tension is the struggle over the 
! ownership of surpluses. 
Governments have responded 
1 with restrictive legislation. 

The asymmetry involved may 
discourage plans from building 
up surpluses. 

Ambachtsheer and Ezra put 
forward their formula for 
pension fond excellence. 
•'Prudence", they say, “is 
process". There must be an 

executive officer for the plan. 
and the best professional 
standards must be defined. 
Asset allocation is the most 
important investment decision, 
and must be gives appropriate 
to for considroation. 

But how can excellence be 

measured? The authors 
recommend the concept of 
risk-adjusted net value added 
(RANVA), a formula which 
indirates that tiie typical 
shortfall from excellence is 50 
basis points a year - or. 


applied to $12,000bn of global 
pension funds, some $60bn 
annually. This is a deliberately 
hpafTH-ntM-atffhing figure, 
however. It might have been 
better for the authors to have 
focused also cm the 
relati onshi p between corporate 
sponsors and their plana. 

| Should the pension funds’ 
j risks and returns be assessed 
independently of the sponsor’s 
I own balance sheet? Those 
I conflicts, again. 

Wonderful recent 
I investment returns have 
covered the cracks, but the 
l traditional defined benefit plan 
Is under pressure, not least 
i from rising compliance costs. 
Hence the rapid growth of 
, defined contribution schemes. 
Already, in the US, half of 
retirement assets are under 
the control of individuals 
(through 401(k) plans and the 
like), not fiduciaries. 

Ambachtsheer and Ezra say 
capital market weakness cook! 
lead to “a sudden and 
precipitate drop in the 
popularity of DC plans”. But 
exactly the same could surely 
be said about the reaction of 
sponsors of DB plans. 

FUr the time being pensions 
prosperity continues. Yet 
increasefrpensions cannot be 
paid out of a freak stock 
market bubble, only out of 
incremental real wealth. The 
book's optimistic conclusion 
about pension fimd capitalism 
is that, if fiduciaries succeed in 
creating value for their 
stakeholders, wealth will be 
forthcoming. 

Pension Fund Excellence. 

W3eg. $5435 
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JAPAN RESULTS FUEL CONCERNS OVER SECTOR'S HEALTH AND POSSIBLE IMPACT ON BANKS 


Building groups report heavy losses 


By email Tett In Tokyo 


Japan's largest ecnstructica 
companies yesterday 
reported heavy losses 
because of restructuring 
efforts and falling asset 
prices. 

The results will fuel con- 
cern about the strength of 
the sector, where large 
losses are believed to 
threaten the financial health 
of the country's banks. 

Big companies such as 
Kajima, Taisei and Shimizu 
ore thought to be healthier 
than their smaller rivals, but 


all three admitted yesterday 
that last year's poor eco- 
nomic climate bad hurt their 
results. 

Kajima, one of the coun- 
try's largest construction 
groups, forecast an extraor- 
dinary loss of Y210bn 
($i.54bn) in fiscal 1998 
because of restructuring. 
This will push It Into a 
yioobn parent net loss In the 
year to March 1999. 

Shimizu, the country’s 
largest general contractor, 
forecast a YHQbn parent net 
loss in fiscal 1998 after simi- 
lar restructuring measures. 


It repealed a Y45bn net loss 
In fiscal 1997 because of 
Y2029hn of losses on equity 
holdings and a Ytfbn write- 
off of cancelled construction 
projects. 

Taisei reported a 
Yl4L29hn extraordinary loss 
in fiscal 1997 that pushed the 
group into a YU£27bn net 
loss. This was related to the 
sale of non-peribnnlng prop- 
erty, write-offs of debt 
receivable and the liquida- 
tion of lossmaking busi- 
nesses, it said. 

The gover nm ent recently 
announced a Yl6,700bn stim- 


ulus package to boost the 
construction industry by 
raising the level of public 
investment projects. 

However, many groups are 
weighed down with bad 
loans incurred after the col- 
lapse of the 1980s' “bobble” 
and revenues are Calling in 
the stagnant economy. 

Moody’s, the US credit rat- 
ing agency, yesterday 
warned that it was consider- 
ing downgrading some con- 
struction and financial 
stocks because of Japan's 
economic weakness. 

Kajima reported that 1997 


recurring profit feD 19 per 
omit to Y20.3*Sm, with sales 
falling 5.6 per cent to 
YLyBISbn. Net profit plunged 

40 per cent to Yttrn. 

The company announced a 
three-year resmicturing plan 
to accelerate property sales 
and liquidate unprofitable 
units. It friZTcat the work- 
force by 1,000 over the next 
three years from the present 
13^50. 

Pareut sales at Taisea fell 
12 per cent to YLaffibn 
because of the weakness of 

hOUSing riwrwrnfj wnH Ctt&S in 

public works spending. 


Annual pre-tax profit was 
Y25JZ6hm 13 per cent lower 
than the previous year. 

Shimizu reported a. 9-8 per 
emit fall in pre-tax profits 
even though sales rose 0-2 
per cent to Yl,474bn. 

Obayashi, another large 
construction group, reported 
a parent pre-tax profit of 
Y23.72bn in 1997, 19.4 per 
cent lower than the previous 
year. Sales fell 3 per cent bo 
YX465bn. 

For the current year, It 
forecasts a parent pre-tax 
profit of Y23bn os sales of 
YUSObn. 


Further cut in 


Wharf’s ratings 


By Louise Lucas hi Hong Kong 


Standard & Poor's, the US 
credit rating agency, has 
downgraded the long-term 
ratings of Wharf (Holdings), 
the Hong Kong infrastruc- 
ture and property conglom- 
erate, for the second time in 
three months. 

Wharf has also been given 
a negative outlook by the 
agency. 

The downgrade is attribut- 
able in part to the economic 
slowdown in Hong Kong, to 
which Wharfs high property 
exposure makes it vulnera- 
ble, but also reflects dower 
than expected progress in 
the lossmaking cable televi- 
sion and telecommunica- 
tions businesses. 

Hong Kong's property and 
stock markets have borne 
the brunt of the territory’s 
defence of the currency, 
which remains pegged to the 
US dollar after the round of 
regional devaluations. 
Wharfs investment proper- 
ties, which contribute about 
70 per cent of net earnings, 
are mainly in the worst-hit 
retail and office sectors. 

S&P said the slowdown in 
Hong Kong had hit Wharfs 
historically conservative 
financial profile, resulting in 
weak cash flow coverage and 
a substantially higher level 


of borrowings as interest 
rates have risen. 

Obtaining funds in the 
current environment, with 
Japanese and other banks 
seeking to reduce lending, is 
also posing problems for 
some companies. 

Wharf says that a number 
of banks attempted to leap 
on a recent US court move to 
ban dealings with banks 
with US links - a temporary 
order made as part of an 
ongoing legal suit over an 
alleged breach of contract 
with a US company - as an 
excuse to recover loans. 

The current downgrade, 
from A- to BBB+, follows the 
February one-notch down- 
grade from A 

Yesterday, the ratings 
agency said return on 
Wharfs permanent capital, 
even exscinding half of the 
asset revaluation reserve, 
was only about S per cent 
in 1997. 

“Although Wharf has a 
sizeable investment portfolio 
on hand for disposal, its 
financial flexibility is con- 
strained by thin cash 
reserves,” the agency said. 

Management was seeking 
to reduce gearing by adjust- 
ing capital spending, being 
more conservative on divi- 
dends. and disposing of rum- 
core assets. 



Casio profits tick up threefold advance 


Casio, the Japanese 
electronics aid computer 
group, ticked off a successful 
year as a surge in watch 
sales, especially the G-Shock 
digital watch [above), helped 
annual earnings treble to 
Yl1.7bn ($86 m), writes 
Alexandra Harney In Tokyo. 

The company expected 


income would rfeeto Y15bn 
this year, on sales up 9.8 per 
cent at YStObn. 

The result was also helped 
by an improvement In its 
Qqukl crystal operations and 
the weak yen. Watch sales, 
which rose nearly 50 percent. 
a ccounted for 32 per cent of 
turnover. 


Cano's shares dosed up IQ 
per cent yesterday at Y1.305. 

Kfttfride Takano, 
etoc tronlc a analyst at 
Dresdner Ktefowort Benson, 
said the trend toward multiple 
watch ownership - which has 
buoyed G-Shock sales - 
would support short-tenn 
growth in the domestic 


market, but that tetematiooal 
sales could drag down profits 
in the fuhxe. 

Cask) also announced that 
it was changing fts articles of 
association to buy back up to 
7IL5m of its shares, equivalent 
to 26 per cent, and said it 
would maintain its dividend at 
Y1SL5. Picture: Fergus Wlfde 
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tbjecommunicahons 


Cost-cutting and rising 
baht lift Thai groups 


ELECTRONICS 


Bandai returns to profit 


Bands!, the Japanese electronics group that makes Tama- 
gotchi electronic pets, yesterday announced a return to profit 
after last year's heavy provisions for puffing out of an internet 
games machtee. 

- Consolidated net profits were Ylbn ($7 .3m). compared with 
a loss of Y7.98bn on sales 44 per cent higher at Y288bn. (n 
the previous year, Bandai announced an extraordinary loss of 
Y27bn to cover toe closure of a joint venture with Apple, the 
US computer group. 

The company predated profits in the current year would 
reach Y3bn on sates down IS per cent at Y2SObn as enthusi- 
asm for the Tamagotchi wanes. 

The results were announced after the market had closed, 
and the shares ended up Y9, or 0.5 per cent, at YIJJIO. 

Since April 1996, the shares have fs&eiti more man 55 per 
cent Psaul Abrahams, Tokyo 


Matsushita Electric to lift European manufacturing 


By Paul Abrahams In Tokyo 


Matsushita Electric, the 
Japanese electronics group, 
plans to Increase the propor- 
tion of European sales man- 
ufactured locally from one- 
third in 1993 to two-thirds by 
the end of the decade. 

Seinosuke Kuraku, manag- 
ing director of Matsushita 
Electric Europe, said his 
company needed ta reduce 
imports from Asia because 
or transport costs and tbe 
need to be more flexible in 


meeting local consumer 
demands. 

The company, which 
announces full-year results 
today, saw a double-digit 
increase in European sales 
in the year to March 31, Mr 
Kuraku said in an Interview 
with the Financial Times. 
This was despite a contrac- 
tion in the European con- 
sumer electronics market In 
the previous year, Europe 
accounted for about 10 per 
cent of Matsushita's turn- 
over of Y7,675bn ($56bn). 


Operations in the region 
were profitable, although 
recent investments in east- 
ern Europe have yet to break 
even. These indude a bat- 
tery plant in Poland, a col- 
our television factory in the 
Czech Republic and a compo- 
nents supplier in Slovakia. 
Mr Kuraku hoped these 
investments would become 
profitable by the end of the 
decade. 

Next year’s European sales 
were also expected to expand 
at a double-digit rate. This, 


together with the growth in 
locally sourced products, 
would be achieved by addi- 
tional capacity and produc- _ 
tivlty at existing sites rather-' 
than new investments. " 

European growth for the 
remainder of the decade 
would be driven by the new; 
products and the change^ 
from analogue to digital, 
said Mr Kuraku. Currently, 
only about 50 per cent of 
Matsushita’s European sales 
were digital, be added. 

This sales drive would 


include digital video discs. 
The uptake of this technol- 
ogy had been slower than in 
Japan or the US, but Mr 
Kuraku - expected a big 
improvement in. the second 
half of this year. Sates could 
reach 350,000 units, com- 
pared with just 30,000 last 
year, he said. 

Other important products 
would be DVC Pro - a video 
product for television stu- 
dios - and digital tele- 
vision, which was expected 
to be one of tbe company's 


biggest products in Europe 
this decade. 

Tbe introduction of a sin- 
gle currency Ifr^tjhe''Eurof' 
pean Union would aDaw the' 
company /to cefitrafise its" 
treawcoy 'operations for the 
founding*!!; countries.' “Ere-, 
viously.^vriB had to .have 
reserf es£itf 11 currencies,’ 
now we need Just one." he 
said. The treasury would 
probably be In Amsterdam, 
even though the European 
headquarters were just out- 
side London. 


Pioneer more than doubles 


Pioneer, foe Japanese electronics manufacturer, more than 
- doubled net earnings last year after a weak performance foe 
year before. The company expects profits to double again this 
year. 

ft also announced ft would revise its articles of association 
to allow ft to buy back 47m - or 26 per cent - of its 1 79.8m 
shares, at a maximum cost of Y70bn, to improve Its return on 
* equity. It would pay an annual Y7.5 dividend, up from Y5 last 
year. The scares cJosbtfup 4 per cent at Y2.51Q on foe news. 
... Net profits in the current yearshbuW be Yl2bn, said Pio- 
neer, on sates up 7 per cent at YBOQbn. The Improvement 
would be based on predicted; expan$on in domestic and 
overseas safes, particularly in plasmw'displays in Japan and 
cable television boxes m foe US. 

The figures were helped by cost cuts resulting from an early 
retirement programme, lower production costs in Asia and 
higher export sates because of foe weak yen. 

Net sates rose only 1 3 per cent to Y560m, mainly as a 
result of currency gains and car electronics sates. 

Alexandra Harney, Tokyo 
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with particulars of their existing activities, volume of 
budnessand financial results for the last three years. 
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Thai tetecomrnuofcatfons companies reported sharply hJgtxr 
first-quarter pmfits, attributable to foe recent appreciation of 
the Thai baht, but analysts said operating results at some 
companies were bolstered by cost cuts foal could hurt reve- 
nue later In tha .year. 

Total Access Ctemmunteatlons, Thafland’s second largest 
mobBe telephone network operator, said net proft grew more 
than tenfold year-on-year to Bt10.1bn ($256m). Although for-.- 
efen exchange gains accounted for Bt9.4bn, the company 
achieved net operating profit of Bt526m in ttre quarter. That 
compared with a loss of Bt92m the previous quarter, but was 
down 43 per cent yeaww-year. 

Analysts said foe company’s average revenue per Ene was 
falling but the company had cut costs by 37 per cent from the 
previous quarter, mostly by eSrrvnatlng marketing promotions, 
which could effect annual subscriber growth. 

United Communication Industry, parent company of Total 
Access, said Its first-quarter net profit increased more than 16 
times to Bt7bn. 

Advanced Info Service, Thailand's leading mobile telephone 
network operator, said first-quarter net profit Increased 92 par 
cent year-on-year to Bt1.74bn. with foreign exchange gates 
accounting for Bt983m of those profits. 

AJS saw Its operating profit faB 19 per cent to 8t757m on 
flat revenue, while costs increased. SWnawatra Computer .& . 
Communications, parent of AIS, said its net profit Increased 
needy 10 times to BtS.fibn. 

TetecomAsia, which operates a fixed-tine network in Bang- 
kok, swung to a first-quarter net profit of Bt8.7bn, from a loss 
of Bt440m last time. Foreign exchange gains amounted to 
Bt&3bn and the company earned Bt428m from a sate of 
Investments. 

Core operations made a pre-tax net loss of Btl.05bn, a 37 
per cent improvement Merrill Lynch noted that the company 
cut its promotion expenses from Bt255m foe previous quarter 
to Bt19m. It also saw Its Interest costs decline 18 per cent 

Thai Telephone &. Telecommunication, the fixed tine opera- 
tor in the provinces, lifted net profit from Bt44m foe same 
period a year ago to Bt2-6bn. Ted Bardacfce, Bangkok 
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COMPANIES & FINANCE: ASIA-PACIFIC 


TELE C OM MUNICATIONS NEW ZEALAND GROUP BEATS EXPECTATIONS WITH NZ$81 5m BUT WARNS OF GROWING COMPETITION 


Higher mobile revenues lift Telecom NZ 


By Gwm Robinson 
hWflOflgton 


Telecom NZ, New Zealand's 
largest company, yesterday 
reported stronger than 
expected earnings for the 
year to March owing to 
Increased revenues from 
mobile communications and 
Improved cost management. 

However, the company, 
which was privatised in 1990, 
warned that growing compe- 
tition In the domestic mar- 
ket and a slowdown In the 
economy would present stiff 
challenges in the year ahead. 

Net profit from continuing 
operations and after charges 
rose from NZSBBBJZm to 
NZ$8153m (US$434m), giving 
a 13 per cent increase in 
earnings per share. The 
annual dividend is lifted 
more than 10 per cent to 43 
NZ cents. 


Analysts, who h ad fore cast 
a profit of about NZymom. 
said Telecom NZ had defied 
predictions that a sluggish 
economy and gr ow ing com." 
petition would bit growth.. 

Peter Shirtcliffe, ' chair- 
man, said: • "Telecom’s 
improved earnings perfor- 
mance has been built on 
stronger revenues and well- . 
managed costs, and has been 
achieved against a back- 
ground of slowing economic 
growth and continued com- 
petitive pressures.” 

Operating revenue rose 8 
per cent after adjustments, 
helped by growth in cellular- 
and other mobile services. 
Revenue from international 
calls, however,, weakened in 
the fourth quarter, following 
the company's cut in inter- 
national toll-call base rates. 

Revenue from mobile com- 
munications in the quarter 
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rose 40 per cent to NZ5H2m. 

Roderick Deane, chief, 
executive, said the company 
would continue to contain 
costs while stressing innova- 
tion and revenue growth. 


For -the year .to "March 1999, 
analysts expect net profits at 
NZ«88(taL 

. Net profit last year 
included a NZ$37 .3m charge 
against the termination ol 


the rollout of fibre-coaxial 
and the reorganisation, 
of the cable television unit. 
The charge was offset by a 
NZ$30m writeback of provi- 
sions made last year for 


losses on the disposal of 
Pacific Star Group, Tele- 
com's Australian operation. 

In the previous year, to 
June 1907, Telecom provided 
NZS87Am for such losses and 
also took NZ$1 39m in 
extraordinary items and one- 
off charges. 

Mr Deane predicted contin- 
ued growth in New Zealand's 
telecoms market and expan- 
sion of the company's cellu- 
lar and enhanced network 
divisions. 

- “Our market share has 
declined in a number of 
marketplaces over the last 
few years as other compa- 
nies have established a 
niche ... we know we are 
going to keep losing market 
share. The trick is to keep 
growing volumes fast 
enough to offset the drop in 
prices and any drop in mar- 
ket share,” 


Bajaj tools up for counter-attack on rival manufacturers 


Indian group has a new strategy to win 
back market share, reports Krishna Guha 


T he statistics make grim 
reading. India's market 
for two- and three-wheel 
vehicles grew 3 per cent last 
year but volumes at Bajaj 
Auto - the country's biggest 
producer - fen 6.4 per cent 
Bajaj is losing market 
share in every sector. In 
scooters, where the market 
contracted 3 per cent, it lost 
10.7 per cent; in motorcycles, 
which grew 16 per cent, 
Batai gained 3.4 per cent; the 
moped market fell 0.5 per 
cent, but BajaJ’s share fell 
25.9 per cent Sven in three- 
wheelers, where the market 
rose 6 per cent, it recorded 
only a 5-5 per cent increase. 

“In 1997-96 I lost volumes 
and I lost market share,” 
says Rahul Bajaj, chairman 
of Bajai Auto and one of 
India’s most prominent 
industrialists. “It has never 
happened before." 

All the same, Bajaj's share 
of the two- and three- 
wheeler market is now. 40.5 
per cent compared with a 
peak of 48 pa* cent three 


yeans ago. Competitors, led 
by Hero Honda, Honda’s 
joint venture in India, are 
gaining ground at Bajaj’s 
expense and shareholders 

"iW asking' rpiP' ftlrcTW ” 

But Mr Bajaj does sot 
have the air of a man about 
to concede defeat. At the 
company’s headquarters 
near Pune he la implement- 
ing the fightback plan, 
which could determine 
whether Bajaj retains its 
leading position in India or 
becomes another great 

tertian ffranpimy to’ tartar a 

alow but te rminal decline. 

The company's aim is to 
win back 45 percent of the 
market within three years. 

The shape this counter- 
attack will take is dear from 
the weapons Mr Bajaj has 

pJwjw i Half a mflp from hte 

offices. Bajaj Auto's high- 
tech development unit is 
packed with state of the art, 
computer-controlled 
mflffhinp tools - the fruits 
of a two-year, Rs7.5bn 
($185m) investment drive. 


The new tmtfiMni* tools are 
accurate to within five 
mtemns (five-thousandths of 
a. millimetre). Engineers 
check the parts through a 
computer linked to sn 
Inspection probe made by 
Mistral of France, accurate 
to one-tenth of a nforp n- 
V “These are not dedicated 
tools; jhey ore flexible, they 
<cah take up any part for any 
model” says Rajeev Agafha, 
foreman. “To change the 
part you' simply change the 
fixture - it takes less than 
■ ah hour to reprogram the 
computer.” 

The equipment . enables 
Bajaj to produce to an inter- 
national standard of quality 
control for the first time and 
introduce new models in 
response to d^rmwd and new 
emtarirm controls. 

- Equally important, Bajaj 
will be able to respond 
quickly to rival offerings 

from its l^ ptnaw and TteHan 

competitors. “What hap- 
pened was our new models 
stopped coming oat.” says 
Mk Bajaj. “But our competi- 
tors brought out thefts.” 

India’s, increasingly 


feshicm-canstions consumers 
are demanding Improved 
products and Bajaj hopes to 
meet - this d enwitid “Starting 
from April this year until 
December 1999 we will bring 
out 17 new models,” he says. 

Some will be upgrades of 
existing scooters and motor- 
cycles bm seven or right win 
be new designs. 

In order to match its 


The company has tried to 
compensate through alli- 
ances with foreign partners, 
such as with the Japanese 
groups Kawasaki for motor- 
cycles and Kubota for diesel 
engines, and with Cagiva, 
t-ho Italian scooter mannfoc- 
tnrer. "We do not depend an 
our in-house capability, we 
import technology from all 
over the world,” he says. 


*What happened was our new models 
stopped coming out/ says Rahul 
Bajaj, chairman. ‘But our competitors 
brought out theirs' 


rivals’ product lines Bajaj 
has stepped up its research 
and development activities - 
it now employs 500 new 
product desi gners, compared 
with 120 five years ago. But 
Mr Bajaj knows he has a 
long way to go to match the 
global giants. 

“Honda's annnni spend on 
RAD is more than my tarn- 
over,” he says. 


Bajaj has also begun to 
organise its new product 
lines around the “cellular 
manufacturing” principle 
with a single product flow in 
place of fire old batch sys- 
tem. 

Each assembly line puts 
together 210 vehicles in an 
eight-hour shift of 32 work- 
ers, up from 128 in 1990. 
Greater productivity com- 


bined with strict attention to 
expenses have enabled the 
company to retain Its posi- 
tion as the world's lowest 
cost producer. 

Sangiv Bajaj. Mr Bajaj’s 
younger son, is leading an 
effort to cut costs further by 
better supply chain manage- 
ment 

The final Ingredient in the 
recovery plan is an aggres- 
sive marketing effort man- 
aged by an executive 
poached from TVS Suzuki 
Bajaj's “dream scheme” of 
low-cost finance will remain 
in place. 

Mr Bajaj hopes the strat- 
egy will lever the company's 
undisputed strengths - vol- 
ume of 1.3m vehicles last 
year, strong cash flow, zero 
debt, a nationwide brand 
and a distribution network. 

But he says: “My competi- 
tors will not be sitting on 
their backsides.” If neces- 
sary, he will use price to win 
back market share. “Our 
surplus funds will be more 
than Rsl2bn. If we have to 
skip a price increase in one 
year we have the financial 
muscle to do it" 


NEWS DIGEST 


INVESTMENT BANKING 


Dresdner hires team for 
new Greater China unit 

Dresdner Kteinwort Benson, the Gemravowned investment 
bank, yesterday emphasised its commitment to Asian expan- 
sion tv creating a new subsidiary for Greater China. The unit 
wai be heeded by Li ping Zhang, who has been hired along 
with 1 1 other investment bankers who worked with him at 
Hong Kong-based Seapower Financial Services Group. 

The team had planned to set up their own firm but were 
persuaded to join DrKB as the core of Dresdner Kteinwort 
Benson China, which will focus on China, including Hong 
Kong, and Taiwan. A former official with China’s Ministry of 
Foreign Trade and Economic Co-operation, Li ping Zhang 
worked for Merrifl Lynch before joining Seapower. 

Gerd HSuslar, DrKB management board chairman, said he 
expected the new team's enhanced origination capability sig- 
nificantly to increase profitability In the region, where Dresdner 
has four branches and two representative offices. 

Although it has trimmed local staffing In some parts south- 
east Asia since the crisis began, DrKB’s total employment in 
the region has risen, according to Tim Shaddock, head of 
corporat e finance. Ctay Harris, Banking Correspondent 

DAIRY PRODUCTS 


Yakult upbeat despite loss 

Derivatives losses pushed Yakuft Honsha Into the red by 
Y96.62bn ($710m) lari year, but the Japanese company 
expects to bounce back this financial year. Yakuft, which 
makes fermented milk drinks and other dairy-related products, 
reported a slight fafl in sales from Y156.4bn to Y149.9bn tor 
the year to March 31 1998, but it sees sales for the current 
year recovering to Y154bn. 

Pretax profits fell 6.8 per cent to Y11.5bn, while the net 
result fail Into a Y96.62bn loss, compared with a Y7.5bn 
profit, after an extraordinary loss of Y105bn from derivatives 
trading and other securities. For the currant year, Yakult 
expects a pre-tax profit of Yllbrt, and net profit of YlO^bn. 

The derivatives tosses were incurred In an attempt to deal 
with securities losses on YakuK’s “tokkirr special investment 
tends dating back to the late 1960s. Yakult has written off the 
entire loss in the financial year just ended, and is maintaining 
a Y15 dividend. Bethan Hutton, Tokyo 


CURRENCY TURMOIL 


Itochu warns of deeper losses 

Itochu, one of Japan's leading trading companies, warned 
that it expected deeper losses because of the Impact of the 
Asian currency turmoil, the downturn in Ihe Japanese econ- 
omy and the stock market. Itochu said group net losses were 
likely to be Y95bn ($698m), rather than Y0Obn, as previously 
forecast. The group sales forecast is maintained at Y1,550hn. 
Itochu has a large number of subsidiary and affiliated compa- 
nies In south-east Asia that have foreign currency debts to 
service. Michryo Nakamoto, Tokyo 

Comments and press releases about jntematxjna/ 
companies coverage can be sent by e-mat) to 
International. compamesQttcom 
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txtraordinary Genera! 
Meeting Shareholders 


Extraordinary General Meeting wflt ba'hetd on Frida* 5 June, 199®. 
30 ajru at 1000 Brussels, rue du Pont Nauf,1 7, 
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rrfftaRrtiaAGi 




hundred and ninety-six thousand < 
nreMtantflZ.MZ.3M* 



l tf tte Beard tf Directors 
paragraph t of the coordinated taw* 
capital increase by means tf cotwibotiom 
2. Report of the Samnory Amttw punaaot u> 

1 Report oo the rewsmicinretftbe Fortis"- 

TL FIRST CAPITAL INCREASE 

I. Aiasntt tf the capital tarase . . . 

Sobiea to the fuifStnen of die ctxafldan preceden^BHHpvneaoef D> ixweed n me 

second osteal Increase, referred » in Chapter IQ tooease capital tafcttOy 

by an amount tf one hUltaJ sewn hundred mi tweay-ntoe ndffion nine bandied 'and 
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contrtfaf 


i (7,471,496,187} Ermas by the 
&S9MW onto*; stems fcanytng-VVPRmlpO of item* type* the 

arrivin g stares. 

2. Csagttw nftfrn nfrTl 1 1**~ ~ — _ ' • 

Proposal fa appim* tte condition* toi vnBgemas tf the capfcal increase m folkmx 

2.1. CootrifacUWS - allocMiori tf tte flew stem „ 

2.1.1. 1 1,277.952 new. ftilJy pafci-up share* will be (Boceted to the 

CwnriBBai*SAA«Lwto«>q*w9atefb0c^ - 

by the tatter of 498.513 stare* in Generate Bank SAJN.V, w*h floupw* 9 and 
faB wrtagm ttacbBl 

^SsSniiKffaft ' 

Einoem Corwnteioii recognises ttet Ah espial increase attf ftrri ff^ng 
: Gfflwmlr! Bwk asa resis!i sre not Incoropatihl* wtili tbe rniea tf The Common! 

W. S ECOND CAPi TA i-WCR^SE 

. W srr W HO ma* Eton elnran hUUanubruorpr raflHwr bw xhed and 

.-SSSsissssaasB. 0 . asssfissr**' 

E VVHt»Bq»’)tf*BSBW OTnwtbeodsOngiteiw. 
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: .. 

■■ 

IS. Co nflU ktas l 
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Pmposd to grant 
rigteio 

' 'aod in parUculBn 

- focerttaCsWng 

- Ibr aeOtag dre 
KtcwAigiobe 
qpttf I ncwni . tba 

' sQocstkxr of tbe premiara to ibe *lame < Premium’' 
nada to vUde 5 tf the Articles of Assodnioo: 

- "tor oodenakJagBy sBfl&JlUBkUUM>te 

Inoeates end, vAere 

1L NEW STRUCTURE 
.Proposal ip eppraw tbe _ 
leparteanbiSad by tte 
gpaarmlmterebnWer*' 


•fling Jointly or separately and wUi ihe 
and uefal for carrying on (be capital inawes. 
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the meeting 

Tft mb b| Hu with tte WwMwa of Arttdes22 and 23 

of ilKMHaciaolhBnMid Artidei 

-«} OvTneotf bearer stairs are lequdMB^rSkdwir stares a die coRipM^regtaered office 
- ' or at ooa of banks oiendooed o&gjflEpSx 2S Maj\ USK 

b} Oman ofwgitwed stares, as tf besnrstares tageh ta*e alnady bees 

deposfeed at ita company's nghtered ofllce. am icqoeseii lojjgpjgijte company also befiare 

Prita^MMa^l9S6tfitairii»otkn to Cake part Outer 


Proxy 

Shaiehokjera wtaUng to he repaseawl by oilier panoos a tWS«SeiwWJi«i to use tbe 
jrocyfofBi twttdi dcanct coDSHna 'pory tapes’ or 'pobU?»J&tkH wfcidn £ta meaning 
tf ArtMa 74 jwtans* 2 . aab-poragiaph 2. and pongraf* 3 tf ita Siorftaaied law gorwMng 
' aeganies) wbWi may be obtained tspoa Hsnple redoes a: tte company's regwered 



office', 

Ev«y prow tae 

Friday, 


ittist reach tte axnpanyi regtaerad tfTke as soon as pomade, and beftae 
IBM. 


£3.2- 


Further information 

Ama*tflabtetoltastereboMen«iteCompBy^regiiaredofncr 

>••08 SpecU Sqm rftte Board tfDtaedces presawd on 17 May 1998 pravaa to Anide 34, 

- patagia{iii2afttecoanflnitadlMsgiMefflii)geeiiiBerdalcon]{nnks.coiKengngttelDC((4se 
la ootal by towns tf cofltribtflkns In bind tf die stem tf Generate Baaic. 

.- TteRqjMttfd*Stata«yAatocrjMnu« totbesamel^dpiwtslcaa. 

- Tbe Report oaite new nmauratf tte Fords Grwjp, 

ftrAnhwMtaMkH. pbaae refer to ulepbooe omnteo 32 (Q)2 220 82 42 and 
32 (0)2 220 78 85. 

Tbe Board tfDtaectm 

*rtsAC,ia/j*.v • ■ ASLK-CCERBANK 

: Bd EnSeJacorEita. 53 BASQUE 88UXH.TJS LAMBERT 

lOOOBfi^^ • CBERALE DEBANQUE 

iui»in w . KkbhlL IBANK 

-j&StaiUU-.'- . pzitkcam 

’ FORffiBANKLUXaiBOUBG 
- ' BARCUWSBAMt 


Fords AMEV nv invites her 
sharaholdars to attend an 
^^Eitt a cn feia KjGaqrial Meeting af 
& wlifre ■; 
^^l^WFrid^ June 1998, . 

' .-.T^JtominerctogjSt.lb^O ajn. in the 

TitoJapthertands. 

-■» -■■/■y. i — ; v. 

Summary agenda 

- Infbnnatton about the planoed 
acquisition of Generale Bank N.V by 
FocOs-AGaadfebout the new Fonts 

rS'. ; h : . 

- Af^rtnafloftte bew Fortls structure. 

‘ ftfaBafrifity of the 

Tbe following documents will be available 
. free of charge from 20 May 1 998 from 
'•{ Fords AMEV ht Utrecht, MeesPlersoo N.V. 
.* In Amsterdam, Barclays Bank PLC in 
London. United Kingdom and 
Forth Bank Luxembourg in Luxemburg al 
tbe addresses listed below: 

- the fall agenda for tbe meeting; 

- the notice to shareholders concerning . 
the planned acquisition of 

Generale Bank NV and the new Rmis 
Structure; 

- tbe report tf tbe Executive Board 
concerning the new Partis structure. 

Attendance at the 
: meeting 

Holds* of registered shares may attend the 
meeting provided they notify Rmis AMEV 
of tbdr intention to do so ta writing no later 
than Friday 29 May 1998. 

Holders of depository receipts for shares 
may atiend tbe meeting provided ihey lodge 
their receipts - or proof that they have 
lodged their depository receipts al ihe 
offices of a company that is a member of 
the Amsterdam Exchanges N.V - no later 
than 29 May 1998 ante bead office of 
MeesPtason N.V id Amsterdam, 

Barclays Bank PLC hi London. 

Untied Kingdom, and 
Fonts Bask Luxembourg In Luxemburg, at 
the addresses listed bdow. 

Proxies 

Stoneholders and holders of depository 

receipts for stares may also be represented 

by proxy, in which case in addition to tbe 

requirements for attendance as stipulated 

above, the written proxy must be received 

by the company no later (ban 29 May 1 998. 

Additional Info r ma t i on 


Those who have given notice of their 
fntiastan to attend die meeting will be sent 
dbeaktes in advance cm how to reach tbe 
✓ForttrAiidltarium. 
lW fiaiber infonBaOon, please contact 
- Fanis Group's Cosamunlcadois department, 
telephone number 3f (0)30 257 65 48. 


Utredu. 19 May 1998 
Tbe Executive Board. 


Fortis AMEV nv 
P.O. Box 2049 
3500 GA Utredu 
Archimedeslaan 6 
3584 BA Utrecht 
The Netherlands 


MeesPimon N. V. 

Rokin 55 

1012 KK Amsterdam 
Tbe Netherlands 

Barclays Bank PLC 
8 Angel Court 
Throgmorton Street 
Londen EC2R 7HT 
United Kingdom 

Fastis Bank Lmcembotxrg 
12- 10 Avenue Monterey 
L2163 Luxemburg 
Luxemburg 


Tte Kh" l ta m ^ fatB ^ t y^ >f ^‘' M “^*ff» I * t * rih yhfaesBeamSB UiJitle s (UK) Limited which 1 b madated by tte Securities and Futures Aathortfyte tte cotafaetaflnvescaifiats business In the UK. 
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COMPANIES & FINANCE: EUROPE 


NEWS DIGEST 


CHEMICALS 

BASF wins approval to 
buy back 10% of shares 

BASF yesterday won shareholder approval to buy back up to 
10 per cent of its shares, as the German chemical and phar- 
maceuticals company warned that falling oil prices had hit 
revenues in the first quarter. 

The share buy-back could lead to BASF returning up to 
DM5bn ($2.8bn) to shareholders over the next 18 months. 
However, the move depends an the successful adoption of 
new German laws, expected later this year. The buy-back 
would be important because German law has until now barred 
companies from buying back their own shares, it would be a 
further example of greater financial sophistication among Ger- 
man companies, which have become increasingly keen to 
boost shareholder value. 

BASF said yesterday that pre-tax profit rose 13.3 per cent 
In me first quarter, to DM1 .3bn. Sales rose 7.4 per cart to 
DM14.4bn. Volumes climbed, but prices fell by about 3 per 
cent, mainly because of weakness in crude oil. BASF has 
campaigned for the freedom to buy shares so that the com- 
pany can compete on equal terms with international rivals. A 
string of German companies, including Metaiigeseifschaft and 
SGL Carbon have already said they plan to take advantage of 
the new laws, which are expected to take effect this summer. 

At Its main shareholders' meeting yesterday. BASF also 
said it would begin discussions about Introducing a stock 
option scheme for senior management Several big German 
companies have begun to introduce such schemes to boost 
shareholder value and attract international managers. BASF Is 
also considering adopting US accounting standards and fist- 
ing shares in the US. Graham Bowley, Frankfurt 

GERMANY 


Merged bank advances 19% 

Baysrische Hypo- und Vereinsbank, the big German bank 
being formed from the merger of two Bavarian banks, raised 
first-quarter operating profits before risk provisions 19 per 
cent to DM1.49bn ($833m). Net commission income 
advanced 32 per cent to DM84 7m. helped by the favourable 
state of capital markets. Securities and custody business, up 
34 per cent, accounted for nearly two-thirds of commission 
income. 

Net interest income was 9 per cent higher at DM2.4bn, 
mainly reflecting a 12 per cent rise in profits from mortgage 
business to DM1 bn. The Interest figure included first-time 
contributions from two acquisitions - FGH Bank of the 
Netherlands and Germany's Norisbank. Trading profits bene- 
fitted from buoyant financial markets with an Increase of 37 
per cent to DM236m. Costs were 8 per cant higher at 
DM2.03bn. 

The results were announced as shareholders of Bayerische 
Hypothekan- und Wechselbank yesterday approved the 
merger with Bayerische Verwrtsbanfc. 

Andrew Fisher. Frankfurt 


Aite Leipziger sells BHF stake 

Aite Leipziger, the German insurance company, has sold a 6.6 
per cent shareholding in BHF-Bank, the medium-sized Ger- 
man bank which was the subject of takeover speculation last 
year. The shares were placed in the market by J. P. Morgan, 
the US investment bank, after AHe Leipziger took advantage 
of the rise in the BHF-Bank share price to sell its 5.8m shares 
In a block trade to raise DM434m ($243m). 

The shares were bought by German, European and US 
institutional investors at DM75 each. At the end of last year, 
they stood at DM51. Andrew Fisher 


BANKS 


NBG offer oversubscribed 

National Bank of Greece, the country's biggest, said yester- 
day its global offering of 2.5m shares was three and a half 
times subscribed. The share price was set at Dr46.900 follow- 
ing a book-building process at the weekend. 

Theodore Karatzas, NBG governor, said the price “was up 
to expectations, while the placement has put the bank on the 
international investment map". The Issue raised Qrl17.2bn 
(S379m) tor the finance ministry, which will be used to write 
down government debt NBG’s share jumped 4.5 per cent in 
heavy trading yesterday to close at Dr51,995. 

The offering was revived after the Athens stock exchange 
soared to record heights in response to Greece's entry to 
Europe's exchange rate mechanism. After being scheduled for 
last November, it was postponed as confidence collapsed in 
emerging market issues after the Asian financial crisis. 

The state's shareholding in NBG has been reduced from 51 
PER cent to 41 per cent, with International institutions holding 
IS per cent. Merrill Lynch and SBC Warburg Dillon Read were 
joint global co-ordinators for the issue, while HSBC Invest- 
ment Banking acted as co-lead manager. 

Kerin Hope, Athens 


RETAIL 


Blue Square rises 5% 

Blue Square. Israel’s largest retail group, yesterday reported a 
17 per cent rise in sales and a 5 per cent increase in net 
income for the first quarter. Sales rose to Shk1.23bn ($33 6m), 
while net Income climbed to Shk24.lm. Net income last year 
included a one-off capital gain of ShkSm related to the exer- 
cise of warrants in a subsidiary. Revenues from supermarkets 
rose 16.7 per cent and from speciality stores. 18.5 per cent 
This was against 12 per cent growth for toe quarter In tsraefs 
economy. Judy Dempsey, Jerusalem 


UTILITIES RISE IN CROSS-BORDER ACTIVITYAS IVO AGREES MERGER WITH STOC KHOLM EN E RG I AND EAST E RN GROUP 

Nordic power deals intensify shake-out 


By Greg Mdvor 
fti StaAtofan 

The shakeout of the Nordic 
power . market intensified 

yesterday when Finland's 
Imatran Voima won a 
merger battle in Sweden and 
Eastern Group, of the UK, 
appeared poised to buy a 
large stake in a regional 
Finnish utility. 

In a deal worth SKriSbn 
($628m), IVO ts to merge its 
Swedish subsidiary with 
Stockholm Energi, the coun- 
try's third largest generator. 
Separately, Eastern has 


provisionally agreed to 
acquire a minority stake in 
Savon Voima, based in east- 
ern Finland, for an undis- 
closed sum. The deal may 
also include an option to 
acquire a further stake at a 
later stage. 

Both deals highlight an 
increasing cross-border 
dimension in the restructur- 
ing which has swept the 
Nordic power market follow- 
ing its deregulation in 1996. 

Large international utili- 
ties such as Eleclricite de 
France and PreussenElektra 
of Germany have already 


established a presence in 
Sweden. Eastern would be 
the first non-Nordic utility to 
enter the Finnish power gen- 
eration market 

The rVPStockholm Energi 

tie-up creates a group with 
combined pro forma annual 
turnover of SKrlffSbn, Eft* 
log tt dose to the size of 
Sydkraft, Sweden’s second- 
largest energy group. 

Kalervo Nurmlmfiki. IVO 
chief executive, said: “This 
merger will create a third 
bloc in the Swedish energy 
market and win give us the 
right size to be really com- 


petitive." Under the agree- 
ment, IVO will in effect pay 
SKr4.9bn to Stockholm’s 
municipal authority, which 
controls Stockholm Energi. 

The two parties will con- 
trol a new Joint venture 
incorporating Stockholm 
Energi and Gullspaag Kraft, 
IVO’s Swedish unit. IVO said 
it would withdraw SKrl-5bn 
f ro m the combined compa- 
nies' balance sheet, while 
Stockholm municipality 
would remove SKr6.4ba. 

Yesterday’s tie-ups consti- 
tute a double blow to Swe- 
den's Vattenfall, the domi- 


nant Scandinavian power 
utility, which is. striving to 
augment Its presence in the 
region. A SKrl^bn bid by 
Vatten&H for Savon Voima 
was spurned last year. 

Last month. Vattenfall 
launched a SKrZQbn hid for 
Stockholm Energi after 
IVO's initial merger proposal 
was scuppered by political 
divisions within the city. 

Those divisions centred on 
a demand by. the controlling 
Social Democratic party that 
the city retain a 50 per cent 
holding in the merged com- 
pany for tour to five years. 


Recording world in turmoil 
as merger theme swells 

Seagram’s planned takeover of PolyGram comes amid a general 
slowdown in global music sales, writes Alice Rawsthom 

A fter 10 days of negotia- buoyant period since the magazines, radio stations 
tion, Seagram is poised mid-1980s, when record sales and TV channels. Yet few 
to press ahead with a doubled thanks to the grow- new stars seem able to sus- 


RetaH value of gbteri rensic market 
Sto 


A fter 10 days of negotia- 
tion, Seagram is poised 
to press ahead with, a 
SlObo-plus deal to become 
the world’s biggest record 
company by buying Poly- 
Gram, the Dutch entertain- 
ment group. 

The acquisition fulfils the 
long-held ambition of Edgar 
Bronfman Jr, Seagram's 
president, to establish a pow- 
erful presence in the $38bn 
International music market 
Bat he is expanding at a tur- 
bulent time for the industry, 
which faces sweeping 
changes in structure and 
ownership. 

EMI. the troubled UK 
music group, is unofficially 
up for sale, which means the 
future of the three compa- 
nies responsible for one- 
third of global record sales is 
now in doubt, because Sea- 
gram’s hopes of controlling 
PolyGram could yet be sty- 
mied by an anti-trust investi- 
gation in the US. 

Warner Music, another of 
the world’s "big six" record 
companies, is racked by 
senior management turmoil. 
And the entire industry 
faces a slowdown in global 
sales at a time when 
consumer taste is increas- 
ingly unpredictable, and the 
growth of digital distribution 
threatens to destabilise the 
cosy relationship between 
record companies and 
retailers. 

These difficulties follow a 


buoyant period since the 
mid-1980s, when record sales 
doubled thanks to the grow- 
ing popularity of compact 
discs and the emergence of 
fertile new music markets in 
Asia. 

Dynamic independent 
record labels have flour- 
ished. These include Zomba 
in the US. Beggars Banquet 
and Creation in the UK, and 
Japan's Victor and Avex 
Trax Yet the chief beneficia- 
ries of rising sales have been 
the "big six", which 
enhanced their profitability 
by pooling logistical areas of 
their businesses, such as 
manufacturing and distribu- 
tion. 

The good times ended in 
1996, when European sales 
slowed and a US price war 
erupted, forcing thousands 
of record shops to closbe. 
The US market rallied last 
year, only for Asia to falter. 
Latin America is showing 
strong growth, but sales 
there are too low to compen- 
sate for the Asian downturn. 

Another problem is that 
consumers are becoming 
more fickle. Sales of recent 
releases by once-bankable 
stars - such as Janet Jack- 
son, Aerosmith, Paul 
McCartney. Phil Collins and 
Bryan Adams - have fallen 
below expectations. Record 
labels find ft easier to break 
new acts, thanks to the pro- 
motional opportunities cre- 
ated by hundreds of new 


ma gazine s, radio stations 
and TV channels. Yet few 
new stars seem able to sus- 
tain long-term success in the 
crowded and competitive 
market, as Oasis, Pearl Jam. 
Nine Inch Nalls and Green 
Day have discovered. 

One consolation is the 
growing number of teenag- 
ers, who are by far the most 
prolific record buyers (15 to 
19-year-oids account for 17 
per cent of the il2bn US 
music market alone). A new 
crop of teen-oriented stars 
has already emerged, includ- 
ing Hanson, Aqua, Natalie 
Lmbruglia and LeAnn Rimes. 

Today's teenagers preanise 
to become a long-term 
source of record sales by 
continuing to buy music Into 
middle age, as the first wave 
of post-war "baby boomers 1 ’ 
has done. Yet their baying 
habits threaten to be even 
more mercurial, which could 
create budgeting problems 
for record labels at a time 
when marketing costs are 
escalating. 

There Is also a strong 
probability that the young 
consumers of the future will 
prefer to have music deliv- 
ered directly to their com- 
puters via digital distribu- 
tion systems, such as the 
internet and high-speed 
cable TV networks, rather 
than buying it from shops. 

Record companies should 
benefit from this trend, 
which will enable them to 
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increase profitability by sell- 
ing directly to consumers. 
But at present, the industry 
lacks the legal and technical 
safeguards needed to take 
advantage of digital delivery, 
and the process of securing 
them promises to be long 
and arduous. 

I n the meantime, pirate 
juke boxes are posting free 
copies of new albums and 
singles on the internet. Unof- 
ficial estimates suggest that 
nearly 2,000 digital pirates 
are already operating world- 
wide, with scores of. new 
ones launching each month. 

The industry -is trying to 
crack down on digital piracy, 
but it threatens to remain a 
problem even if record labels 
succeed in setting up their 
own properly protected digi- 


al systems. Labels may also 
face opposition from their 
traditional retail customers, 
who are likely to object to 
being by-passed. 

There is also a risk of 
musicians catting out record 
companies by releasing then- 
own material over the inter- 
net, in digital versions of the 
independent labels launched 
in the 1970 b by acts such as 
Frank Zappa and The Grate- 
ful Dead. 

None of these obstacles 
has dented Mr Bronfman’s 
determination to turn Sea- 
gram into the biggest of 
what, be hopes, will be the 
“big five" multinational 
music groups. EMTs staff 
ar ri shareholders are waiting 
to see whether their compa- 
ny’s prospective predators 
will be as resilient 


Bidders show interest in 
Rom Telecom share sale 


Begemann to 
take over Tulip 


By Kevin Done, 

East Europe Correspondent 

I — — - 

Telecommunications groups 
from the Netherlands, Italy 
and Greece have submitted 
preliminary bids to acquire a 
strategic shareholding in 
Rom Telecom, the Romanian 
state-owned, operator. 

Telecom Italia has joined 
forces with KPN Telecom of 
the Netherlands in one con- 
sortium, and a rival bid has 
been received from OTE, the 
Greek operator. 

The Romanian communi- 
cations ministry said OTE 
was planning to form a bid- 
ding consortium with SBC 
Communications, the biggest 
US local telephone company. 

Deutsche Telekom and 
France Telecom had 
expressed interest, but have 
pulled out of the talks. 

The transaction is expec- 
ted to be one of the biggest 
privatisations in central and 
east Europe this year. It is a 
crucial test of the resolve of 
the new Romanian govern- 
ment. formed last month, to 
accelerate the country’s stal- 
led reform programme. 


Romania is seeking to sell 
a stake of 35 per cent to a 
strategic investor in a deal 
expected to value Rom Tele- 
com at between $3.5bn and 
J4bn. The government is 
being advised by Goldman 
Sachs, the US investment 
bank. 

About 5 per cent of Rom 
Telecom’s equity will be dis- 
tributed to the utility's 
55,000 employees once a stra- 
tegic partner has been 
selected. Later, it plans 
international and domestic 
share offerings. 

All the bidders already 
have interests in east 
Europe. KPN is one of two 
foreign investors in SPT 
Telecom, the Cze ch op erator, 
alongside Swiss PTT. and it 
also has minority slakes in 
the long distance operator in 
Ukraine and in mobile tele- 
phone operations in Ukraine 
and Hungary. 

Telecom Italia and OTE 
linked last year to become 
the strategic shareholders in 
the Serbian telecoms utility. 
OTE is the strategic investor 
in Armenia. 

SBC is bidding for Ameri- 


tech in the US. which is one 
of the strategic shareholders 
in Hungary's Matav. 

The Romanian govern- 
ment said final offers would 
be invito) from the two con- 
sortia in July, with the deci- 
sion on the strategic partner 
for Rom Telecom to be made 
“shortly thereafter". 

The privatisation of Rom 
Telecom Is planned as one 
step leading to the frill liber- 
alisation of the telecoms sec- 
tor in Romania by 2003. The 
strategic investor will have a 
monopoly on fixed-line ser- 
vices to the end of 2002. 

The second mast populous 
country in central Europe, 
after Poland. Romania offers 
attractive growth prospects. 

However, a strategic inves- 
tor will have to invest 
heavily to expand and 
improve the network, which 
is one or the most under- 
developed in the region. 

Telephone penetration Is { 
only about 15 lines for every 
100 people, and can Call to as 
low as 4-5 per cent in rural , 
areas. There is still a waiting 
list of up to three and a half I 
years for a new line. 


By Gordon Crsnb in Amsterdam 

Begemann. the Dutch 
industrial Investment group, 
plans to take over Tulip 
Computers, which when it 
entered receivership last 
month was Europe’s sole 
Independent producer of 
own-brand PCs. 

Under an agreement in 
principle reached yesterday, 
the brand will live on. Pro- 
duction, however, will be in 
the hands of Ingram Micro, 
the California wholesaler of 
technology products. Ingram 
is to take a long lease on the 
factory opened by Tulip last 
year in Den Bosch, the 
southern Dutch town. 

Start-up costs at the plant, 
which has annual capacity 
of about 1.1m units, contrib- 
uted to the company's down- 
fall Under Ingram it will 
become the second of five 
“global integration centres", 
primarily serving computer 
re-sellers to which Ingram 
ships customised and tested 
systems. 

The New York-Usted 
I n gram, which had sales last 
year of $I6.5bn. said in 


March its first such site 
would be in Memphis, 
Tennessee. 

Begemann has agreed with 
the receivers that it will 
fund Tulip’s production and 
marketing costs until June 6 
when a deal should be finali- 
sed. 

In return, it has exclusive 
rights to “Investigate the 
potential for Tulip to con- 
tinue trading”. This shuts 
out other potential bidders, 
believed to include Vobis of 
Germany, which wanted 
only the separately held 
factory. 

Tulip’s equity position 
would be strengthened 
through a share issue giving 
Begemann a “significant 
majority holding”. This 
would involve a substantial 
dilution for existing share- 
holders. 

Tulip, founded in 1979, had 
sales of FI 461m ($229m) last 
year, when it bought the 
Commodore brand from 
receivership. That took it 
Into the fiercely competitive 
consumer market instead of 
the business segment on 
which it had concentrated. 


The demand was dropped, 
however, offer the SDP won 
a guarantee from other polit- 
ical parties and IVO for the 
city to keep a 50 per cent 
stake in certain key services, 
particularly district heating, 
for 15 years following any 
sale of its stake in the joint 
venture. The merged group 
will have 810.000 customers. 
Estimated synergies were 
put at SKr3bn annually 
within tour years. 

IVO was advised by Salo- 
mon Smith Barney and 
Stockholm Energi by Merrill 
Lynch. 

PolyGram 

board 

considers 

Seagram 

offer 

By Nice Rawsthom 

Philips, the Dutch consumer 
electronics company, will 
today decide whether to 
accept a JlObn-pius offer for 
PolyGram, its music and 
film subsidiary, from 
Seagram, the Canadian 
drinks and entertainment 
group. 

Seagram yesterday submit- 
ted an outline offer of cash 
and shares to Philips for its 
75 per emit holding in Poly- 
Gram. The Philips board, 
advised by Goldman Sachs, 
wfU discuss the offer at a 
meeting in Amsterdam 
today. 

The Canadian group, rep- 
resented by Morgan Stanley, 
is now finalising proposals 
to make a separate bid for 
the 25 per cent of the shares 
in public issue. 

Both offers will be dis- 
cussed by Pol yG ram's board 
at a meeting in New York 
tomorrow. 

Subject to clearance by US 
anti-trust authorities. Sea- 
gram plans to Integrate Poly- 
Gram's record labels - 
which include U2, Jon Bon 
Jovi. Bob Marley. Pulp and 
Hanson among their artists 
- into its Universal Music 
subsidiary. 

It may sell PolyG ram's Los 
Angeles-based film division, 
which has absorbed Jiff bn of 
investment over the past 
seven years and produced a 
string of box office hits 
including Bean , Trainspot - 
ting. Four Weddings And A 
Funeral and Fargo. 

At least one European 
company is understood to 
have expressed interest in 
buying the film business, 
which is the largest Europe- 
an-owned film producer and 
distributor. 

It is still lossmaking but 
expected to break even next 
year. 

Selling to a European 
investor would defuse the 
risk of Seagram becoming 
embroiled in a political 
controversy in Europe 
if it merged the PolyGram 
film business into Universal, 
its Hollywood movie 
studio. 

Edgar Bronfman Jr, Sea- 
gram chief executive, has 
yet to finalise a management 
structure for the merged 
music operations. He is 
understood to have held sev- 
eral private meetings with 
A lain Levy. PolyGram’s 
French-born president, in 
New York last week. 

Mr Bronfinan Is believed 
to be working on proposals 
for a new structure inc- 
luding both Mr L@vy, who Is 
highly regarded for his 
strategic skills, and Doug 
Morris, the bead of 
Universal Music, noted for 
his close rapport with 
artists. 



Kurd PTT Ncdntod NV 



Announcement 

with respect to the intended demerger of 
ttie mail-, express- and logistics activities 
to TNT Poet Group N.V. 


Royal PTT Nederland NV 

having its official seat in G wn i n g en arid nutiniainmg at registered office at 9726 AE Groningen, Staaaraplem 7 

ar>A 

TNT Post Group N.V. 

having ia official seat m The Hague and mabotdmng its registered office at 2595 AK The Hague, Printer Beuubdam 23 
announce that the documents referred to in article 2:334h paragraph 1 respectively paragraph 2 of die 
Netherlands Civil Code, as well as the additional documents prescribed by law, regarding the demerger by 
Royal PTT Nederland NV of its post-, express- and logistics activities to TNT Post Group N.V. against 
distribution of shares in TNT Post Group N.V. to shareholders of Royal PTT Nederland NV, are deposited 
at die Commercial Registers of Groningen and The Hague and also at the above mentioned offices of 
Royal PTT Nederland NV and TNTFmt Group N.V. 


Board of Management 
Royal PTT Nedoiand NV 

G namg en, 20 May 1998 
Siazumspldn 7 


Board Management 
TNT Post Group N. V. 

The Hague, 20 M ay 1998 
Printer Beotredaan 23 
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Ballard sees little effect 
from Daimler merger 

Mossadiq Umedaty, chief financial officer of Ballard Power 
Systems, the Canadian group pioneering fuel eu« technology, 
said yesterday that the recent merger between Dalmler-Ben 2 
and Chrystar would not significantly affect his company's joint 
venture with the German company and Ford. Expanding the 
partnership to include Chrysler would provide additional criti- 
cal mass for marketing the fuel cell, he said. 

He was speaking as Ballard reported a first-quarter loss of 
CSS^m (US$688,000), or 35 cents a share, reflecting 
Increased funding tor research and development activities. 
That compared with a toss last time of C$4.2m, or 28 cents. 

Ballard, which has joint ventures with Daimler-Benz and 
Ford to develop fuel cells, as wait as drive and power 
systems tor electric vehicles, said revenues to the quarter fell 
almost 13 per cent to C$4.8m. Fuel cell demonstration pro- 
grammes for buses to Chicago and British Columbia had 
moved from the construction phase to testing stage, contri- 
buting to the drop in revenues. Ballard, which formerly pro- 
duced lithium batteries, has not made a profit since the 
beginning of the decade, when It focused on the research and 
development of fuel cells. 

The company, which expects to be able to produce fuel cell 
engines tor mass production by 2004, said it had C$l51m In 
cash and short-term Investments at the end of the first quar- 
ter. Shares in the company fed 80 cents to C$164.20 to early 
trading. Scott Morrison, Toronto 

INSURANCE 

Allied faces Nationwide suit 

Nationwide Insurance Enterprise intensified Ns hostile takeover 
bid for Allied Group of Iowa yesterday, by filing a lawsuit acc- 
using Alfled’s board of ‘entrenching itself* and “breaching 
their fiduciary duties”. 

The legal action highlights some of the corporate gover- 
nance issues which are raised by the bid. Highly unusually. 
Nationwide, which is mutual, fs making a hostile bid for ADied, 
which has a mutual holding company structure, where the 
company's shares are floated but a stake is retained by a 
mutual company. 

According to Nationwide, which has offered $1.5bn in cash 
for the public company, and also wishes to merge the two 
mutual oom paries, the board of Afited “wields a virtually 
unassailable power to control nearly 20 per cent of the voting 
shares’. 

It points out that four of the six members of Allied Mutual's 
board are also officers of the quoted Allred Group. It also 
accused Allied Group of starting a stock buy-back pro- 
gramme as a “defensive response to Nationwide’s offer”, 

John Authors, New York 


FOOD 

Charge hits Campbell Soup 

Campbell Soup said yesterday that its third-quarter loss of 
$90m - giving losses of 20 cents a share - reflected the 
effect of a $262m restructuring charge. Last time, net Income 
stood at £1 57 m end earnings amounted to 33 cents. Exclu- 
ding the charge, Campbefl’s earnings per share before excep- 
tional items came to 34 cents. This compared with a consen- 
sus of analysts' forecasts of 36 cents. Revenues were 
$l.57bn, against S1.54bn.iast time. 

Third-quarter sales of soups and sauces rose 4 per oent to 
$1 .01 bn, with operating earnings, excluding restructuring 
charges, up 8 per cent to £243ra Sales to toe bfscuta and 
confectionery division rasa 2 per cent to $361 m, while operat- 
ing earnings, excluding restructuring, advanced 3 per cent to 
$40m. 

The food service division saw sales climb 13 per cent to 
$11 8m. Operating profits here, excluding restructuring, were 
up a more modest 7 per cent to $13m. The restructuring pro- 
gramme ta designed to save $150m a year. 

AFX News, New York 


RETAILING 


Home Depot beats forecasts 

Home Depot, a fast-yawing US chain of do-it-yourself super- 
stores. beat analysts' forecasts of 43 cents for its that quarter, 
reporting earnings per share of 45 cents, a rise of 29 per cent 
over last time’s 35 cents. Net Income for the quarter 
advanced 30 per cent from $258.8m to $337.3m, while reve- 
nues cflmbed 28 per cent from $5.57 bn. to $7.12bn. 

AFX News, New York 


DuPont ready to open its 
purse to satisfy biotech vision 

US group’s acceleration fn life sciences has caused a burst of 
speculation about likely alliances, writes Jenny Luesby 


ttotUtoof 


After tax operating income fexc&xingdQ 
1997 total: S238ton 

Uttar buskwas 


D uPont, lately cast as an 
industry laggard for its 
tenacious commitment 
to both c h emicals and life 
sciences, last week brought 
satisfaction to Wall Street 
with the announcement that 
ft is to sell off Conoco, its oil 
division. 

Yesterday, it brought more 
joy with the *2.6bn buy-out 
of Merck's stake in the two 
companies’ 5050 pharmaceu- 
ticals joint venture. 

But far from signalling 
DuPont's acceptance of the 
gains to shareholders Grom a 
break-up of the chemicals 
conglomerate, these moves 
are part of a quite different 
scheme. For what DuPont 
plans is a gtitte from chemis- 
try to biology, in which all of 
its remaining businesses 
have a role to play, or so it 
claims. 

Under the direction of its 
youngest ever chief execu- 
tive, 49-year-old Chad Holli- 
day, who took over seven 
months ago, DuPont has 
developed a vision that, if 
realised, would leave It with- 
out peers In the field of 
"biotechnology. 

Mr Holliday alms to 
expand the group's life sci- 
ences division, carved out 
last month, from 20 par cent 
of group sales today to 36 per 
cent by 2002. 

hi line with this, be has 
announced a rapid accelera- 
tion in life science invest- 
ments.. DuPont is not 
unusual in this But it does 
have a larger purse than its 
rivals, with Conoco alone 
estimated to be worth more 
than $20bn. 

This has caused a burst of 
speculation about likely tar- 
gets far affiances, with Mon- 
santo touted as an exquisite 
bolt-on. 


Zeneca, of the UK, is also 
viewed as a possible match, 
which seems more possible. 

Once at the head of the 
agricultural biotech pack, 
Zeneca experienced a change 
of heart same years ago and 
beat a retreat. Its interest 
has since revived, but it Is 
now questionable whether it 
can realistically compete 
with DuPont, Monsanto and 
Novartis. 

Meanwhile, it would sat- 
isfy DuPont’s need to 
enhance its pharmaceuticals 
operation, over which it win 
now have full control for the 
first time in seven years. 

The chances of a Mon- 
santo tie-up are harder to 
call. Few believe such an 
alliance could secure 
ap p r oval from US competi- 
tion authorities. In agricul- 
tural biotechnology, Mon- 
santo specialises In input 
traits, making plants easier 


California- based investment 

firm, is not so sure. “Putting 
the two together looks good 
on paper but it would be a 
match built around biotech- 
nology, an area where corpo- 
rate culture really matters, 
not just because it is a busi- 
ness based on intellectual 
property, but more impor- 
tantly because these busi- 
nesses are still being 
created." 

S uch a culture clash 
might be considerable in 
light of the novelty of 
DuPont’s vision for its bio- 
tech development 
Unlike Monsanto, Novartis 
sty} gft q pra , DuPont hag no 
plans to divorce Its life 
science and chemicals busi- 
nesses. In last month's 
restructuring it set up two 
chemicals divisions: differen- 
tiated, or branded products, 
which will include busi- 



counter to Industry ortho- 
doxy - shareholders have 
rewarded transparency in 
financing life sciences devel- 
opment. through debt or 
equity. over funding 
skimmed from cyclical low- 
margin businesses. 

But evtprnal financing bflS 


As one industry expert says: ‘DuPont is aiming to shift the 
basis of the chemicals economy from hydrocarbons to 
carbohydrates. Just imagine what that will mean for the 
industry’s raw materials: renewable, cheaper and clean.’ 


to grow. DuPont, meanwhile, 
leads the field in output 
traits, making plants taste 
better or reducing their satu- 
rated fat content. 

“Put them together and 
you have created a Microsoft 
of the biotechnology indus- 
try," says Bill Young, chemi- 
cals analyst with Donaldson 
Lufkin & Jenrette in New 
York. “But neve- say never. 
I am sure DuPont would love 
to own Monsanto and it 
could certainly afford to." 

Sane Shimodo. president 
of Bio Science Securities, a 


nesses such as Lycra and 
Kevlar: and the Foundation 
division, which will hold the 
group’s bulk nhpmirstls 

It seems certain that some 
of its chemical businesses, 
even some in core areas, will 
be sold as the group shifts to 
biology. But the group 
appears determined to retain 
an overall structure that will 
see chemicals supplying 
both the rash and the mar- 
keting skins to expand life 
sciences. 

This commitment to wish 
How from chemicals runs 


Kodak and AOL unveil 
online photography tie-up 


By Rfctanl Waters 
to New Ywfc 


Eastman Kodak’s renewed 
foray into digital photogra- 
phy picked up momentum 
yesterday as it announced 
an alliance with America 
Online, the largest online 
services company. 

News of the venture, 
which will make it possible 
for AOL customers to have 
copies of their photographs 
delivered to their PCs, 
helped boost shares in the 
online company by nearly 5 
per cent in early trading, as 
investors hoped it would pro- 
vide another source of reve- 
nue for the fast-expanding 
company. 

The alliance echoes recent 
moves by Eastman Kodak to 
kick-start its expansion into 
the digital world. Earlier 


attempts resulted in losses 
from digital products last 
year of $40Cm and a rethink 
by George Fisher, chairman, 
about how the company 
should move beyond the tra- 
ditional world of silver 
halide film on which its busi- 
ness was founded. 

Under the service unveiled 
yesterday - known as 
“You've got pictures!" - 
AOL customers would enter 
their online account number 
an a standard Kodak form 
when sending a film to be 
developed. The pictures 
could then be viewed online 
by clicking on a special icon 
on the AOL service. 

The scheme is gun liar to a 
recent agreement between 

TTV yl nlr ^nri Jptol which will 
include a service allowing 
customers to receive their 
pictures on CDs. as well as 


-in traditional print form. 

For Kodak, both services 
reflect a partial change of 
direction in its expansion 
into digital photography. 
The company has scaled 
back spending on digital 
cameras, which capture 
images electronically, and 
pat more emphasis on find- 
ing simple ways of transfer- 
ring images taken with 
traditional film on to 
computers. 

Kodak maintain*; that con- 
sumers would still want 
prints of their pictures even 
if they can view them on a 
computer screen. The ser- 
vice with AOL will also 
include a way for users to 
order reprints or enlarge- 
ments by e-mail, as well as 
merchandise such as mugs 
and t-shirts printed with 
their pictures. 
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Symantec 
joins IBM 
in anti-virus 
marketing 


By Pad Taylor 


Symantec, the PC anti-virus 
software market leader, and 
International Business 
Machines are to Jointly mar- 


ket a new family of anti 
virus products aimed at the 
corporate market under the 
Norton Antivirus brand. 

Under the terms of the 
agreement announced yes- 
terday. Symantec will 
B cense IBM's “immune sys- 
tem" technology and com- 
bine it with its own technol- 
ogy to produce a range of 
new products designed to 
support secure electronic 
commerce. 

IBM. which has assigned 
its existing anti-virus cus- 
tomer contracts to Syman- 
tec, will recommend the new 
products to its corporate cus- 
tomers and the two compa- 
nies will sell and market 
them worldwide. 

Symantec’s existing anti- 
virus products are mainly 
aimed at the retail market, 
and the link with IBM 
should help the software 
group to expand its cus- 
tomer base in the corporate 
market 

“This will help braid our 
position in the corporate 
world," said Gordon 
Eubanks, Symantec’s chief 
executive. 

In a related move, hud, 
the US chipmaker, said it 
would incorporate IBM’s 
anti-virus technology is 
Intel's LANDesk network 
management products. 


Deere reaps 
benefit of 
strong US 
farm sector 

By NUd Tart to Chicago 


A solid US farm economy 
helped John Deere, the US 
manufacturer of tractors and 
agricultural equipment, to 
beat analysts' expectations 
comfortably when it 
announced after-tax profits 
of $365 ,2m Tot the second 
quarter to end-ApriL 

The result translated into 
fully diluted earnings per 
share of $1.45. up from $1.24 
in the same period a year 
earlier and well ahead of the 
average $1.40 forecast 

The second -quarter profit 
was scared on sales 16 per 
cent higher at S4.D7bn. bring- 
ing the total for the first six 
months to $6.92ba Profits 
for the first half of the year 
now stand at $568m, a 15 per 
cent improvement on the 
same period a year ago. 

Deere said that it bad seen 
"strong retail demand" in its 
core domestic market, and 
overseas sales had remained 
at “favourable levels", 
although these were affected 
by currency movements and 
had been slightly lower than 
in the previous year. 

"Overall, fundamentals of 
the form economy are sound 
and the demand for farm 
equipment is expected to 
remain favourable," Deere 
commented. It predicted an 
increase of between 10 per 
cent and 12 per cent in sales 
volume for 1998 overall, with 
third-quarter volumes up by 
between 10 par cent and 14 
percent 


subjected companies to the 
rollercoaster of biotechnol- 
ogy investor sentiment 

On the marketing side, 
however, the DuPont vision 
is clear cut The group has 
repeatedly broken ground 
with its marketing efforts 
within rhftmirai*;, most nota- 
bly with its links with tex- 
tiles and clothing manufac- 
turers and even retailers to 
promote and differentiate 
Lycra. 

It now plans to do the 
same in life sciences. On the 
agricultural side, it has 


already acquired 20 per cent 
of seed company Pioneer 
Hybrid International as a 
way of getting its seeds to 
formers. A 16-year standstill 
agreement means it is 
unlikely to buy the rest. But 
it has bought all of PTI, the 
soy processor, to expand the 
take-up of its genetically 
modified soy. and Is 
“actively interested" in simi- 
lar deals for wheat and corn. 

In the meantime, it has 
struck agreements with both 
Cargill and Continental 
Grains for the processing 
and handling of genetically 
modified grain. 

"The business system just 
does not exist for distin- 
guishing branded products 
in these markets, so we are 
constructing it," says Mich- 
ael Riccioto, head of 
DuPont’s agbio enterprises. 

Mr Shimodo characterises 
this element of DuPont's 
strategy as “a web of struc- 
tural business relationships" 
to capture as much value as 
possible from the form to the 
market 

But there is more. DuPont 
also sees a role for biotech- 
nology in renewing its chem- 


ical businesses. "We believe 
we are going to be able to 
use genetically adapted 
plants to produce fibres and 
polymers as well as drugs." 
it says. 

The group already has 
smart materials in the pipe- 
line, some of them just two 
to four years from commer- 
cialisation. Says one star- 
struck industry expert: 
“DuPont is aiming to shift 
the basis of the chemicals 
economy from hydrocarbons 
to carbohydrates. Just imag- 
ine what that will mean for 
the industry's raw materials: 
renewable, cheaper and 
clean." 

Investors are less excited 
but they are getting inter- 
ested. DuPont's refusal to 
abandon its conglomerate 
status has seen its rating 
running well below the S&P 
Composite index, but since 
October, and the arrival of 
Mr Holliday, the share price 
has risen more than 50 per 
cent. 

But even if his vision is 
realised without a stumble, 
it will be years before the 
DuPont caterpillar truly 
emerges as a butterfly. 


CZECH & SLOVAK INVESTMENT CORPORATION INC 

NOTICE OF MEETING OF WARRANTHOLDERS 

NOTICE IS HEREBY GIVEN that a MEETING OP WARRANTHOLDERS of Czech A Slovak Investment 
CocpcrsooD Inc. l&e ~Ftmtn w3I be held A 330 p.m. I Jersey time) cm II lb June. 1998 at the offices of Robot 
Fleming Management (Jersey) Limited a Queen’s House. Don Road. Sk Helier. Jersey JE24QD. Channel Islands, 
far the purpose of considering and. if thought fit, passing the following resotnoou winch will be proposed as an 
exnadiiHiiy tesoJtnzom 

EdnarOwflMWaa 

THAT the find be asborued to redoes the ranter of its issued shares in the manner act out in the circular 
dated 18th May. 1998 (the ’TirtUar"). a copy of wtndi Ctrtailar is fvwluced kj this meeting and imrialled by 
(be Chairman for the purport of htanifirMion. 


By order of the Board 
John Frederick Dyke 
Semcory 


Registered Office: 

Ugtwid House. 

P.O. Box 3W. 

Scab Church Street. 

Grand Cayman. 

Cayman Islands. 

British Vfcst Indies 

18th May, 1998 

Nates; 

tij Copies of the Circular will be tvsilabk from this date at the registered office of the Fund or Margin Guaranty 
Trim Company or New York (Attention: Patricia Dsvreux) at Avenqe des Ails 35. B- 1040 Brussels, Belgium 
((be “WaRim Agent") or Enroclear (Attention: International Custody Department Telephone: 32 2 224 44 00 1 
cr Cede! Bank, soditi saoeyme. (Attention: Angela Mmddal at PO Box 1006. 67. Boulevard Grande- 
Duchessc Charioce. L-10I0 Luxembourg or ING Bering Securities Untiled (Attention: Mark Robduont ai 
60 London Wall. London ECM 5TQ. England. 

(lit Stating certificates lor warramhafcfcrv including those wananrttoMrrs who do not wish to attend and vote at 
(be meeting and who wish to appoint a proxy, wfll be issued to wanamhotdera by Morgan Guaranty Trust 
Company of New York or Cede] Bank, aoodtf anonyms each at (he above address, Stating msmtetioos must 
be sem to fctoggn Guaranty Tree Company of New York! Attention: Patricia Davtrux ) aithc above address, 
so u to arrive no bier (baa 3 JO pjtt. (Jersey time ) on 9tb June. 1998. 

toil TWo pawns bedding voting certificate* and representing in the aggregate holders of not less than 50 per cent, 
of die warrants for the time being remaining exereisable will constitute a quorum for these purposes. To be 
passed as cm extraordinary resotutiao. a majority consisting not less than titree-foonhs of the votes mist he 
cad in lavtan- of the resohttioe either in person or by proxy. 


CZECH & SLOVAK INVESTMENT CORPORATION INC. 

NOTICE OF EXTRAORDINARY GENERAL MEETING 

NOTICE IS HEREBY GIVEN that an EXTRAORDINARY GENERAL MEETING of Czech & Slovak Investment 
Corporation Inc. ithe '’FtracTT will be held at 3M pan. (Jersey time) on llth June. 1998 a i the offices of Robert 
Heating Management (Jersey) Limited at Queen's House. Don Road, Sl Helier. Jersey JET 4QD. Channel Islands, 
lor the p ur p os e of consider ing and. if thought fit, passing the followiqg resolutions which will be proposed as 
ordinary fesohatonBC 


Oultn a r y B e ao fai tiims 

1. THAT the ftmd be amborised to rcpnrcbasc os own stares in the manner set out in tbe circular dated 18th May. 
1998 (the -QrathO. a copy of which Circular is produced to the meeting and initialled by the Chainnan for 
the prepare aT identification. 

2. THAT the prapoaed ineentive scheme and the proposed amendments to the investment management agreement 
of i)k Paul each in the form produced to the meeting and intriaUed by the Chairman be and are hereby 
a pyo ved raid that the directors of the Had be and hereby mnhnricfd to take any action as they consider 
a cce ssa ry to give effect thereto. 


Rrgbuird Office: By order of the Board 

Ugtod House. John Frederick Dyke 

P.O. Box 309. Secretary 

South Quanta Street. 

Grand Cayman. 

Cayman |yl»iKf«. 

British West Indies 

18th May. 1998 

Notes 

fit Copies of the Circular wfl] be avaOaUe tom this datt a the registered office of the Fund or Morgan Guaranty 
Thtst Company of New York (Anattat Patricia Davrani at Avenue des Arts, 35, B- 1040 Brussels. Belgium 
(the “Share Ages"! or Emoclear l Attention: International Custody Department Telephone: 32 2 224 44 OOt or 
Ccdri Bank, soobtti aaonyitK, (Attention; Angela Mmedda) at PO Box 1006, 67. Boolcvaid Grande- 
Dnchesse QutrtoOe. L-1010 itacmhoigg or ING Baring Securities Lasted f Attention: Mark Rotansoci at 
60 London Wall. London EOM 5TQ, England. 

(St Voting certificates and, fs shareholders who do not wish to attend and vote at the meeting and who wish to 
appoint a prosy, nxmg insnKthnss wBl be issued to shareholders by the Fund nr Share Agent upon deposit at 
the regtstered office of dr Find or the office of the Share Agent of either ft) bearer certificates representing 
anfinary shags lathe Rntd nr (iil a certificate trim a bank to the effect that such b eam c ert ificates hauc been 
deposited with is and they are held to the order of the Stare Agent until after the time at wWdi die vetiog ngbB 
in respect of which the imtrecrieaw are green may be exercised nr tiri) a notice that Cede! Bank, met 06 
tfloqynw or the Earoricaf System tan been attracted to hotdwgfa bcarei c ert i ficates m the retire of the Share 
Agent before 3-00 pan. ( Jereey lime) on 9lh May. 1998. 'tiring nsrections must be deposited ai the offices of 
the Share Agent (Anentioo; Patricia Daww). or sent by tested Tdcx or SWIFT to the Stare Agent (Attention: 
Patricia Davreua) by 3.00 pum. (Jersey time) on 9th Mty. 1998. 

tin) Two members presetA in penou w by proxy and entitled to vets will smstiraa a quorum fee all paycEA. To 
be passed as as onfutery resolution, u majority or races, must be rs favour of the resolution eithez in perun 

or by proxy. 
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COMPANIES & FINANCE: UK 


PHARMACEUTICALS COMPANY SEEKS ‘STRATEGIC ALLIANCE' IN US TO SELL ITS MARIMASTAT ANTI-CANCER DRUG 


British Biotech chief executive resigns 


By Jonathan Guthrie 


Keith McCullagh is to resign 
as chief executive of British 
Biotech in the wake of inves- 
tors’ concerns that the com- 
pany mishandled its 
response to damag in g disclo- 
sures by the head of clinical 
trials, who was sacked last 
month. 

Mr McCullagh fired Dr 
Andrew Millar for sharing 
his concerns about the prog- 
ress of drug trials with 
investors. His disclosures led 


to accusations that the com- 
pany, formerly the flagship 
of the UK biotechnology sec- 
tor. had deliberately misled 
shareholders with overopti- 
raistic statements on the tri- 
als, which are vital to com- 
mercial success. 

British Biotech's unwill- 
ingness to counter the sug- 
gestions Infuriated investors. 
Perpetual, the investment 
manager with a 9.5 per cent 
stake in the company, 
suggested it might seek an 
extraordinary meeting of 


shareholders to consider 
removing Mr McCullagh. 

The company said Mr 
McCullagh would step down 
at the annual meeting on 
September 23. John Rais- 
man, chairman or British 
Biotech, said: “He has done 
no thing dishonourable; he 
judges it in the best interests 
of shareholders." 

Mr McCullagh said he 
reversed a decision to stay 
on “in the light of consulta- 
tion with colleagues on the 
board, shareholders and 


external advisers". 

The company also said it 
was seeking a "strategic alli- 
ance" with a big US pharma- 
ceuticals company to sell its 
blockbuster anti cancer drug 
marimastat. which is still at 
trial stage, in the US market. 
It said “exploratory discus- 
sions" began this year. 
Directors said the alliance 
could include a partner tak- 
ing a stake. 

The company, which bad 
been attacked by Dr Millar 
for “extravagant" spending 


plans, said ft would make 42 
staff redundant as part of a 
review that predated his dis- 
missal Combined with a hir- 
ing freeze, this will reduce 
the head count by 14 per 
cent from a peak in Febru- 
ary Of 450. Malcolm Fallen, 
finance director, said future 
costs would be far lower 
than analysts’ forecasts. The 
company had cash of £132m 
at the end of April, expected 
to fund operations for at 
least three years. 

The company yesterday 


published a detailed circular 
to shareholders intended to 
disprove suggestions of 
wrongdoing against the 
board prompted by Dr Mil- 
lar's disclosures. Bob Yer- 
buxy. chief Investment offi- 
cer of Perpetual, said his 
worries about the company 
ware largely assuaged by the 
circular, the cost-cutting and 
the impending departure of 
Mr McCullagh. The shares 
rose 4 per cent in early trad- 
ing but closed 5 per cent 
down at 50p. 


ABPorts bid for American Ports 


By Jonatbsa Ford 


Associated British Forts, the 
UK’s largest ports operator, 
yesterday launched an 
agreed bid worth £106m 
($l77mj for American Ports 
Services, a London-listed 
company which operates car 
terminals at four US ports. 

ABPorts is offering 190p 
cash for each APS share. 
This represents a premium 
of 15 per cent to the closing 
price on Wednesday May S. 


the day before the compa- 
nies announced they were In 
talks. 

Shares in APS climbed 
6V»p to I86p. while shares in 
ABPorts fell 2p to 365p. 

APS directors have agreed 
to sell their 4.4 per cent 
stake to ABPorts. Jacobs 
Holdings, the shipping and 
ports group which has a 10 
per cent stake, said it 
intended to accept the hid. 

ABPorts is being advised 
by Dresdner Kteinwort Ben- 


son and APS by Close 
Brothers. 

The deal is ABPorts’ sec- 
ond move since completing a 
strategic review in March. 
On Monday it announced the 
purchase of Exxtor, a private 
company which owns a roll 
on-roll off terminal at 
Immingham. Humberside, 
for EISA BL 

APS operates six specialist 
terminals in the US which 
handle the import and 
export of cars. It recently 


entered a joint venture to 
develop a seventh ter minal 
at Zeebrugge in Belgium. 
APS also manages two US 
airports. 

The company, floated 
three years ago. warned in 
December that profits would 
Call after car exports through 
its Californian facility at 
Benicia slowed because of 
the Asian financial crisis. It 
reported a fall Cram £7.2m to 
£6 .3m for 1997 on sales 33 per 
cent up at £37.5m. 
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674 

(564 ) 

146f 

039 | 

3.5* 

Aug 28 

3.1 

- 

9.8 

n. 

Deanes 

6 mths to Mar 31 

4.16 

(4.04 ] 

6.534 

(D.113U 

0.74 

P.16L) 

• 

- 

- 

- 

- 

1 1* 

Beteprtsa tons 

B mths to Mar 31 

35.9 

123-6 ) 

6.754 

(6.16) 

32 

(9.9 ) 

24 

July 3 

25 

- 

75 



6 ntt& to Mar 27 

474.3 

(557.7 ) 

655 

15744) 

1745 

(15.65 ) 

72 

July 3 

6.7 

- 

16.71 

By l 


Yr Id Mar 31 

255 

(10) 

25 

(1.66) 

105f 

<8.7 J 

04 

JUly 22 

- 

12 

- 

in 7 

Hamtodt 

.6 mths to Mar ZB 

24.3 

(22) 

2.09 

(307V) 

54 

(85) 

3.4 

July 16 

3.4 

- 

11.3 

Pail 

Impmbd Tobacco — 

6 nflta to Mar 28 

2,005 

(1.944 ) 

146 

043 ) 

19.6 

084) 

7.6 

Aug 14 

72 

- 

21.4 

Jarvis ftvter 

Yr to Feb 28 

101^ 

(95 A | 

14 

(<0.44 ) 

20 

04.6 ) 

5.3 

Jufy 29 

5 

7.8 

755 


Marts nod Spencer - 

Yr to Mar 31 

8^43 

(7-842 ) 

t.166f 

(1.102) 

29.1 

(26.7 ) 

1Q.7 

July 31 

9.7 

143 

13 

c 

Mordant Rated 

Yr to Mar 28 

67.4 

(60 Si) 

304 

0.77) 

3381 

(1.43) 

0.4 

Aug 1 

025 

05 

0J2S 


Mebdtoe 

24 Mcs to Mar 27 

17.8 

(16.6 ) 

2.62 

(2.09) 

95 

(8.05 ) 

Z1 

Aug W 


- 

14 


toenmiucrt 

14 wks to Apr 5 t 

79J 

(71 ) 

17.3 

(962) 

- 

(*) 

- 

- 


- 

- 

trai 

Reflex ^ 

Yr to Dec 31 

295 

(362) 

1.0314 

(0.052V) 

2.47L 

(0.14 ) 

- 

- 


- 

- 

Bojef ten Mann — 

3 rrrtos » Mar 31 2.4I7Q 

BJOSO) 

89A 

(20 9) 

0l7 

0.7) 

- 

- 


- 

21 

in ] 

SCS UphoWery 

6 into to Mar 31 

14.4 

(104) 

1.554 

(1.11 ) 

24t 

(21 ) 

1.1 

Aug 5 


- 

- 

S 

Stoma ■ 

_ 6 mths to Apr 3 

11.1 

(10.8) 

0452 

(0.401 ) 

149 

(2.61 ) 

1.45 

Aig 26 

1.45 

- 

3.7 

ma 

DnM 

6 mths to Mar 31 

41.3 

(354) 

246 

(369 ) 

55 

(5) 

1.85 

July 9 

145 

- 

5.17 

pov 

Wareford ton — . — . 

Yr to Dec 31 

13.3 

(12-5 ) 

9.13 

(948) 

18.36 

(1853) 

5 

Oct 5 

5 

7.75 

7.75 

Lag 
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Brit & American 

— — YrtoDec31 

136 

(117) 

161 

(166) 

464 

(425 ) 

225 

June 25 

2 

3.5 

3 

E 

MCfrisae 

Yr to Mar 31 

546.6 

(462.9 ) 

3-30 

(345) 

2242 

(21.68 1 

6 

July 1 

75 

175 

165 

the 

.u 

MCIT199S 

Yr to Mar 31 

60.1 

(503 ) 

341 

(317 1 

556 

(447 ) 

2 

July 1 

- 

45 

425 


Earnings shown haste. DhMentJs shown net figures in bracfcate are lor carreipondtog period. *Mnr exceptional charge. V After exceptional crate *Foragn Wanna 
dMfend. **tnctate9 FID element tOn increased capital. JOn reduced capital. 4>Aan stock "Special oHOp also proposed. fComparafnes ter 13 weeks. $ Irish currency. 
□Nat premiums. 


Nikko Europe 
wins auction 
for Roadchef 


By Sham Davies 


Roadchef, the UK’s third 
largest motorway service 
station operator, was yester- 
day sold to the principal 
finance arm of Nikko Europe 
far £i74m (8290m.) Including 
debt, compared with Initial 
expectations of about £!5&n. 

The deal will leave Road- 
chefs largest shareholder, 
Tim Ingram Hill, with 
£75-2m of cash and an equity 
stake in the buy-out 
company valued at £UL5m. 

It follows Nomura Interna- 
tional's princ ipal finance 
acquisitions of William Hill, 
the betting group, and Inn- 
trepreneur, the largest 
owner of UK pubs. 

Nikko won an aggressive 
auction, with other inter- 
ested parties including Gran- 
ada, Compass, Asda. 
National Express and dri- 
ven- It ended In a battle with 
fellow Japanese Investment 
bank, Nomura International 

This is tile first big deal 
for Nikko’s principal finance 
group, which was set up by a 
group of people from 
Nomura last year. It is 
understood Nomura had ini- 
tially put in an. -offer of 
£l79m. but subsequently 
reduced its bid. Sources 
close to the deal said they 
had miscalculated on 
Nikko’s offer. 


Keith Howard, managing 
director of Nikko 's principal 
finance group, said his team 
had done extensive due dili- 
gence, including examining 
environmental liabilities. 
These had been suggested as 
another reason Nomura 
reduced Its offer, but he was 
adamant they had found 
little cause far concern. 

Nikko Is taking the exist- 
ing management, which 
bought out Roadchef in 1983, 
and will retain 25 per cent of 
the new company. “We will 
provide capital, and struc- 
tured finance products, and 
they will provide the vision 
on how to expand the busi- 
ness," said Mr Howard. 

The Japanese bank plans 
to refinance a portion of its 
acquisition costs by issuing 
asset-backed securities, in 
three or four months’ time. 

This will follow the pat- 
tern set by Investcorp, the 
Bahrain-based investment 
group, which paid £476m for 
Welcome Break, the UK's 
second-largest service sta- 
tion group, and financed it 
through the bond market 
last year. 

Mr Ingram HOI said Road- 
chef bad been held back by 
its financial resources, com- 
pared with those erf Welcome 
Break and Granada. Hie 
group operates 12 sites, and 
three under development 


COMMENT 

British Biotech 


A salvage operation is at last 
in full swing at British Bio- 
tech. Keith McCullagh is 
resigning as chief executive 
- not that be is admitting to 
anything, even over-opti- 
mism on drugs' prospects. 
Stiff, one must assume a new 
face will carry more credibil- 
ity. A refreshingly conserva- 
tive tone has been introduced 
into the account of ongoing 
trials. And the company that 
once wanted to go it alone in 
North America is now 
actively seeking a big brother 
partner it badly needs . 
endorsement from an indus- 
try bastion. As for the whls- 
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tie blower, Andrew Millar, he will not be a candidate for the 
chief executive's job. As usual in such assaults, the value of 
exposure has been diluted by damage to the company's 
reputation. Investors now have only themselves to blame for 
any more over -exuberance about the stock. 


T1 Group 

And another one bites the dust. TVs gobbling up of engineer- 
ing minnow EIS continues the recent trend of unloved small 
companies leaving the market through bids and buy-outs. 
EIS shareholders may have bowed out with a 46 per cent 
premium to Monday's price, but that is only partial compen- 
sation for the engineer’s 54 per cent underperformance over 
the past five years. At 0.6 times 1997 sales and 9 times 
operating profits, TI Group has bardly overpaid. The mar 
kefs reaction in taking the shares down 3 per cent seems 
rather churlish. 

Indeed, since EIS’s two businesses have operating margins 
of about 7 per cent, compared with TTs 13 per cent, there is 
plenty of room for improving returns in the medium term. 
Furthermore, the strategic fit is excellent, offering TI proba- 
bly greater synergies than available to other potential bid- 
ders. EIS's aerospace businesses will bolster Dowty. which 
has looked rather thm following the recent sale of its stake 
in Messier-Dowty. 

But most interesting will be the next moves of TI's fluid 
technology business, John Crane. Strengthened with some 
£200m of sales from EIS, Crane is hankering after Vicker's 
Kamewa propulsion business. If TI wants to shake off linger- 
ing market doubts about its new management, prising loose 
this jewel in Vickers’ crown would be an excellent start 
With new faces at Vickers too, this should not be ruled out. 


British Energy surprises 


By Vkgtata Marsh 


British Energy, the nuclear 
generator, yesterday 
unveiled better than expec- 
ted results for last year and 
surprised the market with a 
10 p special dividend. It also 
said it was looking at 
restructuring its balance 
sheet after eliminating some 
£700m <$M7bn) of debt aver 
the past-two years. 


Pre-tax profits trebled to 
£l91m (£6lm) on sales of 
£l.85bn <£1.87bn). 

Analysts suggested the 
company, which is seeking 
to buy back up to 10 per cent 
of its shares, could return 
cash to shareholders and 
expand in north America. 

Mike Kirwan. finance 
director, said the dividend 
related to revised contracts 
with British Nuclear Fuels. 


These securities have not been registered under the Securities Act of 1 933 and may 
not be offered or sold in the United States or to U.S. persons except in accordance 
with the resale restrictions applicable thereto. This announcement appears as a 
matter of record only. 

March 1998 



SANLUIS 



SANLUIS Corporation, S.A. de C.V. 

(incorporated in the United Mexican States) 


U.S.$200,000,000 

8.875% Notes due 2008 
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NOTICE OF DEFAULT 
TO HOLDERS OF 

JTS Corporation 
(formerly Atari 
Corporation) 
SWfcConwrfHe 
Subon&nated Debarfures 
DwApri29,20Q2 
(foe “Debrotnrrs'’) 
CTJSJP Number 469M0AA2 
(formerly 046515 AAO) 


NOTICE IS HEREBY 
GIVEN to si! Holders of the 
Debentures tita ITS Corporation 
(die “Company’’) has dol made 
the April 29, 1998 merest pay- 
mem on the Debentures. This 
event constitutes a T Vfih under 
the Cams of tbe indenture dared 
as df April 29, 1987 between die 
Company and Bankers Trust 
Company, m successor misfire to 
Security Pacific Manorial Bank, ff 
the tmnwt payment is not made 
by May 29. 19% the event wfl! 
constitute an Event of Default 
under the terms of the Indenture. 

Upon occurrence of an 
Event of Default, under Section 
6.02 of the Indenture, Holden of 
75% or more of ibe Debentures 
may declare the principal md 
accrued interest to be immediate- 
ly doe and payable by giving 
iwkr to the Company. 

Ptasaant to Section 60S of 
tbe Indenture, Holders of a 
majority in aggregate principal 
amount of the oolgtanding 
Debentures may direct the time, 
method and place of conducting 
aiy proceeding fcr exercising sty 
right or remedy available to the 
Trustee. 

If you have any questions 
or wish additional mfonnatwa 
with respect to the matters 
described above, please contact 
Stanley Barg, Bankers Trust 
Company, Four Albany Street, 
New York, New York 10006 
(212)250-6526. 


Bankers Trust Company 

os Trustee 

Doted; May 20, 1998 


PERSONAL 


PUBLIC SPEAKING 
Itekfog and speech wind by 
amrt wiling spasfcet 
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BUSINESSES 
FOR SALE 


Appear la tin Fkwwiai 1 tm» 
every Tuesday, Friday and Saturday. 
For B tf lli e* I nfo r mati on, 
or to admtlGa hi tMs section. 


Marten WeMortum 
+44 0171 3734874 


TriGem Computer, Inc. 

rJuarpOTamioi ArRflmMIcdf Korea w«h Mai Wriijl 
Notice ofa Meeting of Holders of 

US. $30,000,000 

VA per cent Convertible Bonds due ZOOS 
of TriGem Computer, Inc. 

(Redeemable at the option of the BondhoUm hi 19 W ami 2000 ) 
(the 'Bonds’; 


NOTICE tS HEREBY GIVEN rim a meeting of die hoidca of the ah we Bant canrawd by the Cunoany wfll he hrU « tin.- 
offices ofTnGtm Computet, W. «t Thgent CaaqvKr thuUtng. 45-2 Voido^iong. Yxmjrininc jw-hi. Seoul I W-010. Ktrea or 
11 ih June, 1998 ji 1030 ub. (Seoul time) tocanskirr 2 ivi if thoudit fit. past the foUrretnR resolution, srhfch will be prcpL-red 
aaib ms il utti ytcwWaa 

EXTRAORDINARY RESOLUTION 

"Thar d* meeting of balden of US. S 10.000,000 3' - [>cr cent. CamcmMe Bonis due 2035 (the “BcreJhddns’1 4 TriGem 
Comparer. Jnc. (tire “Companr'l comtrai led by tbrDiK Deed da wl4ih June. 1 99 1 ramie between (he Company and Bunkm* 
Tiutw Company Untried ("TrtnDreTm trustee brthrBreulhcUere hereby urtmreesth* pi. fwehtnwhiiJitlK Ex ir^udiftxy 
Renlsaan icbca ml dee ttnpleiuetunrfcvi: 


I Conditional upon the Company treeing to pimt the AmendnJ Sccunl Tut Opxnm (as defined befowl. and sane tiithe 
exmeamdfad In (veapaph 1 mems to thcnutUficatiunul'tht Second St^phnCMalTnai Deal dared ZJnl AjmL IW 
node betaern the Company aal tbe Turner; 

Z Sow: to the mem specified m p« W 4 * i 3 betw, uenrs to ibe abrogation of die Bondholders' option w remure die 
Company do redeem or repurchase the Bonds on 4th June. IW8 (the “Second (\n OpootTl granted umfcr the fast 
Supffcinauul That Deed dared 2nd ApnL 1 996 node between the CntDfWT awl tbe Tnorec 

3 Condinocul upon Bondboldcn who hawe exercuod the Second Pm Optan being (ukd on an msulmctu bash >*■ l«t July. 
f998 and 3id ^tmafy; 1 999 lopocttwelr at » jBOOunr equal on each flbte to otir half of die Dir ftrantum (j» JeAtied hefc * I. 
Mean to the abmgatimt of the Po nJhoU er s' tlghr w die 30.97B rei cent, of the pcincued amount of the Bncvb (the Tut 
Premlcm*) ufrlch ntwid ha^t been psysWr on Rh [one, 19% uponexachcof the Second Put Opr wn m B.«idhoWer> who 
ban ersentised the Second Rm Option; 

4 Aorermm the panting of a piaaptioo to ibeBondMtfcn m the setnn set outtn the Jrafr Thud Supptanemal Trut Deed 
pttxktcoi m> ihn mecortg mi 1/Utiaflod br die efnaftnan for kjenatkarun purpose* nhftir ra such amcndoiencr xt tbe 
Trustee may reqntre to require the Compur id redeem or repurehtne tbe Bomb on 4rh June. iiXJO lihe ■ Amended Sewnvl 
IVc Option'} at a price etpnl do 2 fear US CWlarUBOR swop rare, which dwfl he deurbuned on Shh May. IWBrfciiliue 
hundred and nary free (565) bore posnts (the “Amended Scouod I'm Prtce“). Tbe Amenkd SeoesJ Put Pnce olfl he 
calculated based oaappiyins die present, value os lOOpercem.irftheprmiHpil amount if 1 doe B,«d». Inlereupavohkunifae 
Bonds «m be 3/i per ceat. (jser antrom 30060) of the prtncipol areuunr of die Bondi junMc on 31 m December nfeach re^ar 
until tbe tnaranty of the Bonds 

5 Sanction, every akcemon, a ha v p iW m. muvtx. eaodllWatiosi, compramne or amnaetnenr made hr ihe Tiuitce In respect of 
the ntha of the BottAcUen and Gwponhulden agaatsr the Cdmpasir knclodmp die Tntsnx crtKiHic In dneretion ret 
Wgleerxmce ro the Company that the Bond, are doe and repav^deojem the occurence •V an Event ol [Vfaulto* jporemcil 
Event c^Detaulr if theCosapasir fidb topiv ihe suara doe *o Biaulioiden whi> baiu cxercted the SecreJ Pur Cbntxm on the 
due dare re for M dap thereafter and 

6 Aatharma mi request* the Ttwree tr. anco la (he mOthhcwiom referred 10 in [unwapfa HI, iZI. t.U and (41 rfrfuj 
remhnwn and in Older to ghre eftw to cadi t/tbem. toowcute die Third SurfementBl Tnm Dew) m the E im ni the dr* 
pmhiced to ^diis tneetmg and for the pwpnse of idtnriAmvin signed b? the chsmamr uf it with vt«h nmendments 1 1( « > 
m has Use TnooreduQ require.' 

General 

71teet£tenciu«i.jf BoreftoUen B P»nieubtbJ™-n to the quotum required (re the meeting md for any ^nurnnlmannc+hh-h 
ttvreootta pmamorn 4 of “Voetee and Qwnim” below. Havrnt; regaid hi tudi nwfiurrments, BreafludJen urr tumcuUrh 
requanf either to tale steps u, be repreremed at the oweUt*!, as referred w Mnw ur ru attend mpfwvi 
hs areonbnre nab nrental pQcta% the Twer mrascs no egenJun js «• the merits ./the pncvvjf. pnremed nr the 
Buaalholden and, m reUion to the Bunk The Tnreee hm nor heoi mvolval In fonrtulaniu: tbe rroi*«at> and rre.mwwsds 
BmAtMen «ho ore In any doufv rent iter (mpacr w see* their ,*n pn dewonal ul vice 
AVAILABILITY OF DOCUMENTS 

C^m. of *r Jr* Deed datrf «, 1991 . die Rra Suppfcmenral Tru» Deed dued .ViL l>«t. and the S.v.md 

nrJjfaed 23 ri ApjsL I 998 map be mpciTedihaiiw lamutl ufiiu hu u^^.aisd vnnnp crertscatm mav be 
r™” twin, die areemed office of ihe Agent given hebw. A Jralt ot the Thud StgTbtnwnrjl Tnot Deed may 
brlrapecredardtrqxcifiediifihreafthe ftrems Apetu hoot find May, 19 % 

VOTING AND QUORUM 

>w>»W««rn*h=ire of cerrdfcata eared byrhe fhrms rehtrop to the BLauRsI tn reject 


A Wtttrw arWungjaamsidafidvseeat ^^the nsterinp tnpeemn nut, either Jetnrehn BmsJuJrei.arnacetrU.citrts) 
toriKperetn whom be vndresta attend on ho behaJ) repret, srotn* m-tucran fret a frenucrue, font, . 


« 4 qv^^a^!Aamtre(t. , h« oft |er: JaPapng Agent eub, tanLi...triK,d g x B .r..re rewured' 
^ time fiaed (re tbs m<amn(- CWo a hgM ho trend 


mtre~ftrina.il,, he umeWlc thebnkbn 
66 p ‘2*? Wl ?! MMwrflhf Bcvsis for ihe nnre beinje imiuiniiw laiLnataltt*. If rrirfim W mmrees 
^ ^ ww ptWM. the tneennp -Ml ire adwunred frereth vaui.** 
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TI launches M&S warns of costs of £2.2bn expansion 

35-^1 T. All /1TI B». ftflW Hoftiger '•.conramer durables markets year. ‘These investments. Although the results were concern as it was largely due the nest two year 

^ ^ WrABw # 111 — ~r — in 1996-97 is quite clearly essential for the long-term largely in line with analysts’ to a number of exceptional some 900,000 sq ft 

Va Sir. Richard Greenbury. error,” he said. “With less progress of the business, wiD forecasts, some brokers cut costs and investments, and to the UK. M&S i 

1- ’ J I". . ,iTr>< chairman of Marks and mangy available [to the con- affect our results in the expectations for the current the effects of adverse cur- 5.5 per cent rise 

1)1 T II • M. ■ • Spencer.yesterday added his sumerj retailing is going to short term,” be said. year by about £80m to rency movements. turnover to £&7bn. 

X vFJL m J ^ fr. J voiceto the gloom gathering get tougher and tougher* His comments came as ELlIbn, before exceptional^. . M&S plans to add 1.5m sq seas business retin 
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By Andrew Edgecflffe-Johnsoa 

Tl Group announced a £267m 
($446m) agreed bid yesterday 
for ESS Group, the fluid-tech- 
nology and- aerospace group, 
expanding two of its four 
divisions substantially and 
raising expectations that it 
will pursue Vickers’ £l5flm 

marine propulsion business. 

Sir Christopher Lewinton, 
chairman, said TI could 
afford another £500m of 
acquisitions despite having 
spent £500m an three deals 
since March. “You will see 
the momentum continuing.” 
be said. 

The specialist engineering 
group is understood to be 
particularly keen on a bid 
for Kamewa, the marine pro- 
pulsion business of Vickers, 
the tanks and engines group 
which is s elling Rolls-Royce 
Motor Cars. 

Analysts said the bid for 
EIS, which supplies cou- 
plings between the gas tur- 
bines and gear boxes on 
naval destroyers, would give 
TI about £2QQm of turnover 
in marine propulsion, and a 
broader product range than 
Kamewa. 

The figure assumes .that TI 
will spend about £i00m 
shortly to take toll control of 
Lips, the Dutch marine pro- 
pulsion business of which it 
owns 30 per cent. It com- 
pares with Kamewa’s sales 
of about £l50m. 

Bill Laule, chief executive, 
said the EIS bid was effec- 
tively two bolt-on acquisi- 
tions. EIS would add about 
£240m of fluid technology 


sales to the John Crane 
sealing systems division. 

- which had annnui sales* of 
£411m, he said, would 
increase Dowty Aerospace’s 
£300m sales by about £200m. 

Analysts said the bid. 
answered doubts about TTs 
commitment to aerospace, - 
following Its £207nx exit fr om 
the Messier-Dowty lar^to g 
gear joint venture. 

The offer "values EIS at 
505p per share - 45 per cent - 
above their level an Monday 

- and prompted a leap in its 
price from 346pto 500p. 

Paul Compton, engineer- 
ing analyst at Merrill Lynch, 
said he was surprised that 
ELS’s board recommended a , 
bid worth just 53 pear cent of , 
last year’s sales and 9.4 
tunes 1997 operating profits. \ 

The bid comes after five 
years in which EIS’s shares 
have fallen 50 per cent 
behind the engineering sec- 
tor. One analyst said: “EIS’s 
mistake was that it tried to 
chase all the girls, rather 
than focus on its most 
attractive niche businesses.” 

EIS began to restructure 
after buying Aerostructures 
Hamble, the Ill-fated aircraft 
parts maker, in 1995, but IT 
is expected to sell more than 
15 per cent of its rematatag 
businesses. Peter Hasle- 
hurst, EIS chief executive, 
said Aeros tractor es had 
returned to the black, »nd 
that “it was only correct we 
should recommend” TTs 
terms. He and Jack Hobbs, 
finance director, are expec- 
ted to leave with compensa- 
tion after a handover poiod. 


Berisford plans 
global expansion 


By Arkady Ostrovsky 

Berisford, the industrial . 
group, intends to spend 
£200m (9334) on acquisitions 
to position itself as aglohal 
supplier of. catering equip- 
ment to international food 
chains. 

Reporting a 41 per cent 
increase in underlying prof- 
its in the first half, it said 
yesterday there was a great 
seed for consolidation in the 
cooking equipment sector - 
which could be followed by 
similar moves in the kitchen 
retail market. 

Berisford owns Welhtlt; 
the US supplier of catering 
equipment to McDonald’s 
and Burger King, and Mag- 
net, the UK domestic kitch- 
ens eh^ tn. 

Alan Bowkett, chief execu- 
tive, said the expansion 
plans would be financed 
through borrowings: ”We 
have tidied up our numbers 
and are ready for expansion, 
which could consist of two 
stages. First we would follow 
international chains such as 


McDonald’s, and than we 
will try to penetrate local 
markets.” 

Mr Bdwkett said fixe $Hbn 
catering equipment market 
was highly fragmented and 
there .was no stogie supplier 
to provide a whole range of i 
products and services to 1 
companies . such as 
McDonald’s. 

Berisford reported growth 
to undoing, profits^ up 41 
peat rent -to. £2L7m <£H5m) 
for the six months to March. 
28. Including exceptional, 
profits toll from £38.9m to 
£2l.7m on. Turnover rose 9 
per cent to £29L3m (£26im). 
Analysts lifted fall-year fore- 
casts from £45m to £47.5m. 

Welbilt pushed operating 
profits to $34.7m ($SL2m) 
while Magnet increased 
operating profit* 68 per cent 
to £5Am'(2a5m). 

Mr Bowkett said the cm 
version of the £230m of loan 
stock was -becoming more 
attractive as the share price 
increased. ' 

The shares gained I5^p to 
B48Kp. 
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By. Peggy Hofager 

Sto Richard Greenbury. 
chairman of Marks and 
Spencer^ yesterday added bis 
voice to the gloom gathering 
overihe UK retail sector as 
hd warned that trading 
would become increasingly 
difficult over the next year. 

- The boom that took place 
to the home furnishings add 


. consumer durables markets 
to 1996-97 is quite clearly 
over,” he said. “With less 
money available [to the con- 
sumer] retailing Is going to 
get tougher and tougher.” 

Yet MAS also said it was 
going ahead with ah aggres- 
■sive £2.2bn (3S.7bnj expan- 
sion programme, which Sir 
Richard warned would hold 
back profits, growth this 


year. “These investments, 
essential for the long-term 
progress of the business, will 
affect our results in the 
short term,” be said. 

His comments came as 
M&$ reported pre-tax profits 
6 per cent ahead at £L17bn. 
helped by an exceptional 
£53 .2m. VAT credit, on sales 
5.1 per cent up to £8J4bn for 
the year to March 31. 


Although the results were 
largely to imp with analysts’ 
forecasts, some brokers cut 
expectations for the current 
year by about £80m to 
CLUbn, before exceptionals. 
This would mark M&S’s first 
reversal to pre-tax profits 
since 1992. However, most 
analysts said toe relatively 
flat earnings performance 
should give little cause for 


concern as it was largely due 
to a number of exceptional 
costs and investments, and 
the effects of adverse cur- 
rency movements. 

. M&S plans to add 1 An sq 
It of retail space in the UK, 
an increase of almost 14 per 
cent, expected to be evenly 
divided between food and 
non-food. It is also set to 
invest £300m overseas over 


the next two years, to add 
some 900,000 sq ft 
to the UK. M&S reported a 
5.5 per cent rise in retail 
turnover to £&7bn. The over- 
seas business returned oper- 
ating profits some £23.5m 
lower than last year at 
£67-9m_ Sales toll marginally 
from £L28bn to £1.27bn. 

Lex, Page 14 



Compass breaks £2bn barrier 





By DarMBtacfcwefl ^ 

Compass Group, which has 
grown to be one of the 
world's biggest contract 
caterers, pushed turnover 
above £2bn ($3.3bn) to its 
first half ; helping to lift prof- 
its by 20 per cent 

The group, which ea rli er 
this year entered the FTSE 
100 tadex^ is planning a 
2-for-i share split following 
the sharp rise to the price, 
over toe past few months. 

Yesterday the shares 
added a further 25p to dose 
at £11.40, up from 78Sp in 
February when Accor, the 
French hotel group, sold half 
of Its 10 per cent stake in 


Value of new contracts signed this year alone will make 
group sixth largest food business in the world 


Francis. Mack&y, chief 
Brands Macka y celebrates the company’s World Cup catering - executive, said the value of 
contract with a confect io nery trophy Tory Andrew s new business signed this 


year alone would make the 
group the sixth largest food 
business In the world. 

Mr Mackay singled out toe 
global contract with Philips 
Electronics, which will add 
270,000 potential customers, 
and the contract with KPN, 
the Dutch telecommunica- 
tions group, which employs 
120,000. 

Pre-tax profits for the six 
months to March 29 rose 
from £56. 4m to £67. 8m on 
sales of £2.01bn (£1.72bn). 
Lfke-for-like sales were 
ahead 8 per cent 

Earnings per share expan- 
ded 13 per cent to I4.6p 
( 1? o p) and the toterimdrvi- 
dend is raised by a similar 


amount to 3£p (3.lp). 

The group, which makes 
more than 80 per cent of 
sales outside the UK. said 
that earnings would have 
been 28 pear cent higher at 
constant currencies. 

Compass will continue to 

make paining * an banning 

bolt-on acquisitions, but the 
main foundations of the 
group have been firmly laid. 
All three divisions - the UK 
Europe and the US - con- 
tinue to improve margins as 
the focus is switched to 
organic growth and better 
use of purchasing power. 

Yesterday the grotto out- 
lined its plans to reduce the 
150 blends of coffee it uses 


across Europe to less than 
10, and the number of suppli- 
ers from 30 to effectively one 
main supplier, which it 
expects to provide up to 90 
per cent of its coffee: This 
exercise is just getting under 
way, and could be applied to 
other goods such as canned 
vegetables, and frozen fish 
and meat. 

The group also reported 
that trials of a new modular 
form of staff restaurant mak- 
ing better use of branded 
goods had led to a 60 per 
cent rise in sales. The suc- 
cess of the acquisition-led 
years is underlined by the 
multiple erf 32 on estimated 
foil-year profits of £160m. 


StTftiehaei 



EARNINGS 
UP 9% 


DIVIDEND PER SHARE UP 10%. 

STRONG UK PERFORMANCE IN CLOTHING, 
FOOTWEAR AND GIFTS, UP 8%. 

12. 2 bn EXPANSION PLAN. 


"lie have entered a period of major capital 
investment and revenue expenditure , being funded 
without recourse to shareholders, which 
will generate significant sales growth and profits 
in the years ahead. These investments , essential 
for the long term progress of the business , 
will affect our results in the short term , but we 
are very confident in the benefits they bring 
from 1999/2000 onwards ! 


HIGHLIGHTS FROM THE STATEMENT 

BY THE CHAIRMAN 
SIR RICHARD GREENBURY 


www.marks-and-s pen cer.co.uk 
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INFORMATION TECHNOLOGY E-COMMERCE 


Fear and enterprise on the net 


Internet commerce between US businesses is 
forecast to exceed $300bn within four years 



‘How will ^-commerce 
change the rules for 
doing business?’ 


It is a powerful, dislocating farce 
that can overturn the constraints 
of location, scale and time zones, 
ft has the potential to undermine 
gyrating businesses and present 
huge opportunities to unknown 
start-ups. It could, In the words 
of BUI Gates, head of Microsoft, 
the world's largest software com- 
pany, usher in “a new world 
of low-friction, low-overhead 
capitalism”. 

This Is electronic commerce, 
the emerging electronic market- 
place that, according to some 
forecasts, threatens to reshape 
business. 

Yet, up to now, many compa- 
nies have ignored e-commerce. 
They have watched as a succes- 
sion of much-publicised ventures 
have crashed and even the best 
have struggled to translate suc- 
cess into profits. This has created 
an impression that the internet is 
a dangerous sales channel that 
can, for now, be left to others. 


Such views look increasingly 
untenable. As e-commerce devel- 
ops, companies must be alert to 
the opportunities and the threats 
it presents. 

This argument stems partly 
from the likely scale of 
e-commerce. In the US, the inter- 
net influenced an estimated 
£7.5bn of consumer sales last 
year, according to Cyber Dia- 
logue, the research organisation. 
By 2002. internet commerce 
between US businesses is likely 
to exceed $300 bn, says the US 
Department or Commerce. But it 
is also based an the potential of 
e-commerce to change the rules 
of business. 

From the start, it has been 
clear that the free flow of infor- 
mation about buyers and sellers 
on the net could undermine the 
role of intermediaries. In the US. 
ah- ifnps have slashed the commis- 
sions paid to travel agents as 
more customers book online. 

But cutting out the middleman 
is just one possibility. As Shikhar 
Ghosh, chairman of Open Mar- 
ket, an e-commerce sort ware 
company, argues in the March 
edition of Harvard Business 
Review: “The ubiquity of the 
internet - the fact that anyone 
can link to anyone else - makes 
it potentially possible for a par- 
ticipant in the value chain to 


usurp the role of any other par- 
ticipant 

"Once companies establish an 
electronic channel, they could 
choose to become pirates in the 
value chain, capturing 
from other participants up or 
down the chain." 

Not only could a book pub- 
lisher bypass retailers or distrib- 
utors and sell directly to readers, 
but internet book sellers such as 
Barnes & Noble and Amazon.com 
could publish their own books 
using the information they have 
obtained about their readers’ 

interests. 

This presents a dilemma for 
established companies with phys- 
ical distribution chains. If they 
do not compete electronically, 
they will lose business to compa- 
nies that do. But If they switch to 
the internet, they risk damaging 
long-standing relationships that 
yield the bulk of their income. 

Yet the ba ton e d of power in the 
supply chain will not necessarily 
move against the middleman. 
Distributors may fight hack 
against the threat of manufactur- 
ers selling direct or choosing new 
intermediaries. By taking control 
of customer information, an 
rmlina distributor COUld demand 
bigger discounts and squeeze 
manufacturers' margins. 

Equally, suppliers and distribu- 
tors could opt for a co-operative 
relationship - mirroring the' 
trend towards collaboration in 


the physical world. By working 
together and sharing informa- 
tion. they will be able to reduce 
errors, lead times and stock. 

Yet companies must be vigilant 
against an even greater internet 
threat: the creation of an ultra- 
efficient, transparent market 

This can be illustrated by 
Ins Web Corporation, which 
allows customers to compare 
prices for several different prod- 
ucts including health, life pud car 
Insurance. Although side-by-side 
comparisons could damage the 
pricing strategies of individual 
providers, they may be unable to 
resist being listed on the site, 
says Mr Ghosh. If InsWeb can get 
enough traffic to its site, laggard 
insurers will have little choice 
bat to participate. 

Another source of anxiety for 
companies fearing cut-throat 
competition on the net is the 
emergence of ‘‘agents'’ or toots" 
- software that can scour mer- 
chants' web sites seeking the best 
deal 

Loyalty may seem an alien con- 
cept in a world where alternative 
vendors are just a mouse click 
away. Yet there are goad reasons 
for believing that the web could 
become what Mr Ghosh describes 
as “a naturally concentrating 
medium", in which a few compa- 
nies meet the needs of large seg- 
ments of the global market. 

The internet overturns many of 
the traditional reasons for having 



numerous suppliers in an indus- 
try. If the product or service can 
be easily delivered, there are no 
physical constraints bn the loca- 
tion of cyberstores. 

The companies that coxne to. 
dominate the net may be the pio- 
neers, which can secure impor- 
tant advantages over latecomers. 
They can use information about 
their customers to tailor their 
offerings and they may even be 
able to foster a sense of commu- 
nity among users. Part of- the 
appeal of Amazon.com is the 
book reviews posted by readers.' 

Not every established business 


heeds to regard the web with 
trepidation. Some retailers will 
be protected because their cus- 
tomers do not have access to, or 
enthusiasm for, the web; or pre- 
fer to try the goods before buy- 
ing. 

But companies selling travel 
computers, entertainment, books 
and Tnmai» can expect a signifi- 
cant part of their industry 
to move . online. Above . all, 
e-commerce will aHect companies 
that sen to other companies, 
where small price differences can 
yield big savings and 
large volumes of business 


Take 1 00 top 
shares to 
trade Europe. 



AEX FTSE LIFFE 

You can trade Europe’s “Top” today. 

You can trade new contracts on the leading index of Europe’s most liquid stocks. 

FTSE Eurotop 100 ECU futures are launched on LIFFE; 

FTSE Eurotop 100 ECU options are launched on Amsterdam Exchanges. ; . 

Two new contracts to help you trade Europe - on the index with the recognised track record. 

For further information please contact: Amsterdam Exchanges (Marketing Communicatioiis) on +31 20 550 4803. 
FTSE International (Client Services) on +44 171 448 1810, LIFFE (Equity Products) on +44 171 623 0444. 
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Progress is 
pushing at an 



Push technology is 
giving way to the 
latest fed in' 
gateway web sites 

A year ago, push technology 
was all The ragfcTar s^ne,' 1 
this approach to ‘ ’ ' 
“broadcasting" information 
to subscribers* computers, 
rather than expecting them 
to find web sites on their ' 
own, seemed to be the ticket 
to success far web . 
publishers. 

But the excitement didn’t 
last Of the dozen or so 
companies formed on the 
back of the push fad, few 
have enjoyed success. Those 
that survived no longer use 
the tarn “push", which is 
now considered as existing 
as leftovers. 

Marimba, one of the most 
prominent push technology 
companies, has recast itself 
as a supplier of tools for 
updating or distributing 
software applications via the 
internet. PointCast, a push 
channel pioneer, has 
switched its focus from 
software to content As it 
prepares for its initial public 
share offering. PointCast is 
presenting itself as an 
aggregator of content from 
various web sources. The 
company collects articles 
and information on 
specialised subjects and 
delivers them to business 
users. 

Push may not have lived 
up to the hype, but never 
fear, there is a new fad 
sweeping the web publishing 
business. Portals, or gateway 
web rites, are now the hot 
topic. 

The idea is that users will 
become accustomed to a 
particular portal site and use 
it routinely as their way into 
toe web. Yahoo! and 
America Online are the most 
established portals, but 
Netscape, Excite, Infoseek 
and many others are 
jumping on the bandwagon. 

Like push channels, 
portals are designed to make 
web use simpler. With 
search facilities, moagaging 

service, telephony and 

shopping, they make it 

easier for users to find their 
way round the web. Alao Hke 
push channels, web portals 
are designed to grab users' 
attention for long enough to 
show them lots of 
advertisements. 

Portals seem promising. 
But promoters should be 
mindful of the. rise and fall 
of push technology. To many 
web users, it felt too pushy - 
they tired of the constant 
flow of information and 
turned it off. Similarly, if 
wri> users feel they are being 
captured or confined by a 
portal, they may move on. 


The Clinton administration 
is filially taking a stand on 
privacy issues. In a speech 
in New York last week, 

. ('■ 


vice-president A1 Gore called 
for legislation to ensure the 
privacy of personal medical 
records stored m computers.. 

He also announced plaos 
for a new opt-out web site 
(muno.consumer^ov) where 
Individuals can remove their 
names and addresses from 
junk mall and telemarketing 
lists. The site will also let 
individuals stop th ei r 
personal information being 
sold to marketers and 
prevent companies checking 
their credit records without 
permission. 

These practices were 
common long before the 
internet became popular. 
However, web sites can cull 
vast amounts of information 
about individual consumes’ 
interests more quickly and 
inexpensively than 
traditional methods. So 
placing limits on how - 
personal information can be 
used is all the more vital 

Opt-out features are not 
yet available on the 
consumer^ov web rite, but it 
is worth a visit anyway. - 
Although aimed at US 
consumer, the site offers 
information of value to all 
web users. In particular, toe 
consumer site provides 
details of scams that have 
been uncovered by federal . 
regulators - including sjuaa 
of the "get rich quick" y. ; 
schemes distributed via 
e-mail and the web. If you 
need persuading that these 
messages are not worth tos 
paper they are not written - 
on, check out this site. 


Apple Computer is famous 
for inventing -or at least 
making - the first - 
commercially viable prodtuS 
that brought a graphical 
user interface to the PC 
screen. For a white, the look 
and feel of the M acintosh 
was unique. Now it seems 
that Apple is once more ’ 
relying on “look and feeT to 
make a comeback. This thba 
it is in the shape and colour 
of the box that houses toe 
computer. 

This is what it has came 
down ta Apple's iMac 
provides Bttle more than 
standard PCs to its price 
range, and less than many- 
Yet it has style - a. space*# 
design that looks like 
s omething the JetsonS WPUIC 
use with luminescent blue 
aides and a light-up moose. 

But for a breakthrough 
development, Macintosh fa* 16 
must wait until late 1399. 
when Apple says it wffl 
deliver a folly updated 



operating system, until 
when users and software', 
developers can took for* 8 * 3 
to six-monthly updates. 
However, users and software, 
developers must decide no* 
whether Apple will, this' 

timg | deliver on its promise 

The novelty of an 
iliomiaated mouse could 
wear off long before to®- 








are already done remotely. 

For these companies, an inabil- 
ity to grasp the significance of 
e-oca amerce could be enormously 
damaging- “11 is going to be quite 
bloody," predicts Emily Green, 
mana g in g director of Forrester 
Research. “The internet does not 
wipe out markets, but it resculpts 
them. It is an enormously 
destructive force." 

Vanessa HouJder 

This ar ticle is the first in a weekly 
series exa m i nin g business and the 
zntemet 
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EURO PRICES 


Europe gains on US rate hopes 


HflfflPEAN OVERVIEW 

By Martin Dickson 


Trans-European equity 
indices rose yesterday as 
fears faded of an immediate 
US interest rate increase and 
Indonesia's political turmoil 
appeared to ease. 

The FTSE Eurotop 300 
index rose 15.34 points to 
1,217.34, while the Eurotop 
100 index rose 35.55 to 
2,794.33: The Ebloc 100, 
which tracks companies 
from founder members of 
European monetary union, 
rose 1&23 to 1016.62. 

The market gained early 
in the day on overnight 


Eurotnp 300 EurnWoc 
Wax ’ 


recovery In Asia following 
the announcement by Indon- 
esia's President Suharto that 
he would hold democratic 
elections. The tone was 
reinforced by a positive start 
on Wall Street, where fears 
faded that the Federal 
Reserve would tighten mone- 
tary policy at its meeting 
later in the day. 

In the bond markets, Ger- 
man government prices were 
marginally higher, with the 
benc hmar k 10-year issue 
trading late in the day at 
102.11, up o.ll on Monday 
night, to yield 4.98 per cent 

The best performing Euro- 
top sector was life insurance, 
which gained 3J2 per cent 


with the Netherlands' Aegon 
up Ecu 5.7 at Ecu 129.95 and 
Britain’s Prudential up Ecu 
0.3 at Ecu 11 .82. 

General insurance gained 
22 per cent with Affianz up 
Ecu -10.3 at Ecu 297.20 and 
Axa Ecu 2£ ahead at Ecu 
105.83. 

Bank: stocks recovered 
same recent losses an fears 
of exposure to Asian mar* 
kets, with the sector 1.81 
ahead and good perfor- 
mances from Societe G6n£r- 
ale, up Ecu 7.8 at Ecu 184.41. 
Deutsche Bank, up Ecu 2.0 
at Ecu 79.84, and Banco Pop- 
ular, Ecu 3.6 ahead at Ecu 
7am 

Food retailers advanced 



1000 . 




1696 


■ TWB NORTH BIRO FUTURES (LFQ EcdIb potato of 100ft 



Uw 

Sea price 

Chonge 

H0h 

Urn 

Est wd 

Opan Id. 

in 

85.750 

06.745 

-0JM5 

05.750 

85.740 

370 

12303 

Sep 

95.790 

95.780 

• 

95JOO 

95.770 

717 

T7S12 

Dec 

B5l890 

85.905 

- 

jBJB 

K480 

10 

7203 

Mar 

95.780 

85.795 

- 

95.780 

05.780 

B 

9187 


■ Twgin«m era nptsMs&j^Banm palm dim 


Soda 

mca 

Job 

Jot 

CALLS - 
Am 

Sep 

Jun 

85750 

0055 

0080 

0.095 

0.110 

QJCO 

86875 

0.015 




0.145 


PUTS 


M 

0.040 


tag 

0.055 


Sep 

4070 


Ed. w nu. as o pub 0 Mm aft apm u. Ms o n» o 
■ FTSE BOTW 100 MDEX FUTURES (UFFQ Em2tl per M hdu BOH 



Open 

San pm* 

Chage 

Hgb 

UM 

Est yd 

Open ML 

Jun 

27710 

27960 

+40S 

2790.0 

27700 

55 

588 

Sap 


2822.0 

+4TL0 



0 

5 

■ BMO STILE FISE BUROTOP IDO HtiC OPTKM (AEX) EoilO par hdtt point 



2760 Z71S 2000 2820 2100 2B76 

cpcpcpcpcpcp 

Jte 893 612 844 70S 600 82.4 B0 952 442 109 302 125 
JN - - 137 816 Mi 114 H 12B 04 139 717 153 

Das ■ Pub ■ MM I I Mate to BUM 0* ROM prta* 


2900 
C P 


2S2S 
C t 


OTHER INDICES 


19 


m 

18 


% 

IS 


1990 

Hpl ism 


SmconpMoa 
MW Uw 


DJiSnnM 3209:72 3281:71 3281.24 339600 25M61 3306 297442 

DJ Bn Six 90 331172 325131 330409 334BJ6 MfiUI 3345JB 286652 

160 5m* 121181- 12QD.ua 1218.13 1MU2 960 04082 51178 

Soock Eteripan ri FT WaMkn. "SubRQ id nrWa om toy. M UBtaWhte. 


1 FTSE Actuaries Share Indices 

■ IP. VP'A It'iJ EaCuit;: 

European series] 

i’v-'j'.'i'.a c‘ ! 

Hey 18 

ratonal 6 Ragkaai 
Ikrtcts 

Eco 

tads 

Da^ 

% 

cheap 

potto 

vud 
grata V 

toad) 

yta 

Total rein 
(Ecu) 

FTSE Enrotop 300 

1217J34 

+■128 

+1504 

156 

1218 

123942 

FTSE EarnsaplOO 

279423 

+■129 

+3505 

202 

1004 

90002 

FTSE Bdoc 100 

101(162 

+■1.62 

+1623 

101 

4.77 

1021 45 

FTSE Bnh» 300 Wtan 






Etatooc 

1268.70 

+1.61 

+2006 

159 

043 

128237 

UK 

117664 

+4168 

*700 

204 

1808 

116268 

Eunpa Ex-finMoc 

117675 

+Q95 

+1107 

203 

14.70 

120402 

Europe Ex-UK 

127021 

♦lifl 

+19L7E 

152 

832 

128260 

FTSE torelop hHhraby SectM 






naouncB 

103450 

+0.11 

+1.13 

287 

1308 

106284 

Eatnedn tadnUHi 

821-44 

-OL10 

-1.72 

200 

OOO 

02144 

OLWEgraed 

933.41 

+0.14 

+1.43 

207 

809 

99957 

OB, ExpiDmOR 6 nod 

104247 

-085 

-60S 

202 

OOO 

104247 

GHERAL BDOSTBES 

1207.10 

+103 

+1225 

1.79 

1027 

1221.06 

Conswctkm 

103449 

+127 

+1306 

7 tO 

non 

103409 

SuUhg ttata & MoctB 

1057 42 

+1J05 

+1006 

250 

OOO 

105782 

Chaoicak 

102142 

+003 

+028 

211 

805 

103073 

Dbntted tadmMB 

1015.11 

+220 

+2207 

1.87 

424 

101937 

Bectrent S BKt Equip 

10020 

+107 

+11.02 

158 

000 

104320 

Engbopartag 

101949 

+020 

+2.D6 

226 

102 

1021.00 

Paper, Pchg 5 PiWog 

1022.74 

+078 

+723 

200 

OOO 

1D2274 

comm goods 

1141JW 

+1.15 

+12.94 

103 

085 

116330 

AdkWOMB 

1047.17 

+128 

+19.12 

088 

108 

1048.12 

fltohofc Beverages 

984.18 

+102 

+825 

234 

108 

08604 

Food Preducars 

1004^4 

+126 

+1251 

IOI 

222 

100648 

HbaooboU Saab 6 Tads 

102059 

+066 

+6.77 

120 

072 

102731 

KaaBhcsre 

99820 

-027 

-9 68 

231 

OOO 

99320 

PhannaudciK 

8704B 

+128 

+1209 

156 

103 

977.48 

Tobacco 

963.17 

+055 

+508 

431 

OOO 

983.17 

semces 

116054 

+108 

+1252 

103 

059 

1(7957 

DWtouaon 

98268 

+088 

+853 

1.00 

270 

98534 

Laban S Hebde 

1 00239 

-026 

-205 

240 

OOO 

100239 

MeA 

1BZ7.CS 

+043 

+4.3B 

223 

129 

102834 

HM&ferc. Food 

08254 

+1.95 

+1878 

206 

409 

98750 

HtKsAOT, toad 

100920 

+0.47 

+4J6 

222 

OOO 

100020 

TptanOBmnteahnK 

997 J9 

+1.73 

+1099 

1.7D 

231 

100019 

tonwriOB. Mm 6 Rests 

947J3 

+0.18 

+T.71 

283 

401 

95280 

Support Sarvtas 

982-44 

+002 

+024 

132 

12D 

98505 

Tigngoit 

1017.21 

+003 

+032 

236 

059 

101752 

Uiuiuultoi Toctnokw 

1016-91 

+101 

+16.16 

040 

223 

1D1922 

DIUTES 

128856 

+1JM 

+1221 

336 

2171 

132605 

Bschtiy 

97822 

+097 

+909 

348 

OOO 

97922 

Got DHribafon 

991.18 

+079 

♦7.77 

155 

83.72 

108138 

Mr 

96474 

*107 

+1508 

531 

OOO 

964J4 

numcuis 

1345.44 

+201 

+2650 

107 

1638 

136902 

Sarin, total 

881J39 

+101 

+17.C 

212 

404 

98558 

taaunBpe 

977.09 

+222 

+21 2S 

130 

323 

98029 

LBti tasaance 

986.69 

+320 

+3000 

1.61 

3.19 

089.96 

OdwrFtomcU 

99529 

*2.10 

+2045 

1.97 

600 

100135 

fewesiWBi Qaapariet 

1T16-59 

+202 

+3058 

107 

MO 

111659. 

Property ' ' 

930-37 

"—005 

-048 

284 

OOO 

B3037 ' 


MtoriMrira ft MWtauiltaitera*tameFTtE*taMri Uteri 1998. MS|Mm«a. TO- M 
floor H'lpM Ml mm N hi UHM Sttk Eap hd TbC Ftancu HOB « to tod by FTSE 
WUM Mb koa. tnop ft i N7RM wk wl R Hi taaoMi 9B0i fMMw. FS Emw* Mao 
m ganM Or FIS iMHinL ■) bmw ]■ aimM 4S« to ■> oanr M e«c ub Mm M BHB 
toOaBHBpW 


FTSE EUR0T0P 300 


Mh Off ■>« M 
R-4 ♦*- B-W M « 


PUH BpM M 
« BMR M 


M BMW W W 


RW ♦*- fmm M I" 


MCOHOUC LEVERAGES 



OBTWBOTOBS 


DWfflSfEJBaXBTWALS 


-u 

-5 


R1 

+U 

+W 


MUSB 8 U GOODS ITEXTlfS 


nWBMCBmCAlS 


zu u u 

S4 18 18 
50 18 23 

39 • 2J 

NW U 
M 31 U 
U U 12 
HI 112 U 
U 112 32 
SU 31 tl 



1040 -1 

1501 *1 

&5S -1 


M II U 
as 119 33 
18 122 17 


BANKS RETAIL 



BKTRWTY 






ASF 

11 

+7 

87 

48 

U 







U 

(U 


BtaOaM 

2001 W 

+181 

42 

&1 

12 

RETAILERS, FWJO 



Mm 

TJO 

•j 

14 

OOBBIMW 

1 MB 

+5 

110 

184 

86 






SM 

+3 

m 

81 

U 

(tabes 

HUB 

•4 

ns 

27 

U 

Ata 

271 


82 1027 

tan 

2 M 7 

+3 

ZU 

4 U 

1 J 

Bmta 

aa 

+8 

88 

48 

35 

ttta 

aoa 

+17 

172 728 

tantoa 

12 JB 


U 

177 

IT 


u 

+18 

as 

418 

07 

Cntanr 

szsa 

*17 

mi u 

KM 

MM 

+3 

ns 

2 M 

22 

SHE 

UB 

- 

so 

348 

81 

Cnta 

■147 

-2 

48 U 

mem 

$40 


81 
in ■ 

148 

1)1 ft 

M 

BB 

as 

BUM 

+44 

au 

aa 

17 

Fwta 

41147 

r n 

-U 

88 03 

HBtoar 

PtmoSm 

030 

1150 

_ 

Hi 1 

TA 

72 

4 2 

ftodlwit 

Bn 

* 8 ® 

wa 

+43 

+4 

3 U 

72 

03 

its 

82 

12 

Wtol ’ 
SriB tar 

73a 

-5 

144 1192 

mvmm 

7 * 

-1 

U 

18 

49 

(Wf 8 SnH 

9 S 2 

+2 

V 50 1«3 

U 

1«n 

iji 


118 488 

Sana El 

m 

-1 

87 

117 

U 

ton* 8 ri|n 

3 H 5 I 

+ 4 J 

U 

04 

23 





MhaRC 

2 Z» 

♦2 

48 


20 


BUS 

+20 

7.1 

u 

08 





ntod 

net 

n» 

mm 

-L 7 

+*» 

81 

U 

M 

17 

17 

Stahl) 

ZWttinR 

147477 

+ 1.1 

•73 

289 

ai 

03 

12 

14 

13 

mMBS. 6 BBOL 




BfCTROMC & ELECTHM. EOPT. 


am toi 

tOJO 

♦ < 

>24 

a* 

18 

MBA 

MM 

+j 

m 

T8M 

+1J 

as 

113 

14 

MB to) 

L«B74 

+367 

BMta 

xn 


S7fl 

H.7 

U 

MuM 

mu 

JU 

•taUMln 

SUB 

+4 

148 

U 

13 

ErfenwB 

4877 

♦8 

jbytotari 

7841 


288 

U 

11 

GEC 

7 m 

*2 


£31 

+d 

IU 

12 

22 

Latorin 

aui 

+12 

or 

B.11 

+J 

u 

12 

14 

iwrato 

4441 

♦4 

ctawna 

18Q2B 

*72 

513 

SB 

15 

topwf 

2*744 

-43 


471 

•2 

u ms 

U 

Hto* 

SUS 

1* 

awn 

11339 

+2J 

86 

18 

21 

MH6 

BUS 

+11 


7U4 

♦28 

<24 

14 

12 


ana 

+12 

■mwiran 

8172 

♦4 

as 

13 

18 


7140 

-11 


a 

+J 

1U 

SO 

2< 

9 ■ 

0taBM 

mu 

+2 


U7 

us 


u 

u 

JU 

OS 


SDS 1 1 

14 IS 
M U 
25.7 U 
B1J 12 
19.1 U 
U U 
U DO 
fU u 
U 18 
B1 U1 
U U 
41 14 


MVeSTMBrrCOBWOES 

300* 944 


LHSOHE&K01HS 


1(02 

518 

441 


UFEHSUHANCE 


+17 

-2 


55 *7 13 

U 14 21 

TU 94 LI 


U 11 12 
144 2U 17 
51 254 25 
U SS 51 


W5 


1591 

552 

1245 


127 54 23 

57 224 24 
125 S3 27 


HSBB 

ai7 

+12 

02 

13 

07 

HMtawr 

uue 

*1 

107 

167 

27 

MUSS 

847 

-.1 

742 IMS 

12 

NdmM 

5487 

-J 

128 

12 

08 

MW 

786 

+5 

29 1796 

44 

rMtm 

«7Jta 

+BS 

182 

02 

89 

SUPPORT SERVICES 





Amato) 

39808 

■16 

SS 

02 

08 

W 

1670 

+2 

87 

81 

1.1 


ItiBC PM 
KKHS1B 


ftO 

SUB 

1212 


♦2 


214 215 5B 
41.7 119 *0 
302 B4 20 


lapitQa 


tMfaMM 

mm 

•u 

81 

82 

13 

A* tana A 

28* 

+ 1 

34 

00 

12 

L Ota KB 

121 : 

• 4 

689 702 

25 

AdOycvD 

2777 

-J 

17 

23 

12 

ry it m . 

cut 

*2 

TA 

222 

(J 

on 

299 


U 

BU 

47 


871 

■ 

44 

IU 

24 

SrSM 

241 


48 

mi 

72 

M4 tea 

1663 


287 

613 

U 

Dqnd 

an 

-U 

U 

02 

14 

MMaH 

46 


82 

(28 

27 

OH 

a« 

-1 

u 


15 

MBA 

UTS 

■U 

IU 

47 

Z0 

IM 

MB 1 

•tu 

14 

- 

12 

wm 

2123 

•14 

•a 

M 

14 

uuM 

3* 


SS 

m 

21 

talteea 

MSB 

+ 1 

rei 

410 

22 

Wf 

WU7 

-.1 

S3 

u 

22 

CnTMla 

MJM 

•J 

122 

348 

84 


76438 

-81 

272 

02 

87 

SMtoi 

IA2B 

+ 4 

91 

48 

22 

HcWHl 

UM 

+5 

75 

22 

U 

tatarit 

1MM 

•TJ 

IM 

7,1 

w 

taM 

131 

• 

32 1072 

28 

Had Da 

11M 

• 1 

IIS 

348 

28 

IBP 

+88 

U 

81 

22 

SiMMM 

an 

*1 

84 

SI 

19 

SaMteA 

a* 

♦4 

75 

00 

82 

WMl 

4HJS 

♦Si 

mo 

18 

22 

SCBHA 

am 

- 

U 

b2 

u 

UMMI 

145810 

+283 

338 

08 

28 

SrataB 

a» 

♦.( 

23 

HL2 

28 






Sow 

2147 

•2 

mi 

83 

18 








14(6 

-I 

43 

28 

£4 

BBnK. MBS ft RESnDHAMTS 


11 ^ 

863 

-2 
. a 

*1 

am 

381 

1 * 

27 

1 *■ 

DM 

bna 

Statute 

luam 

1SJ0 

1877 

mi 

MBS 

-2 
+3 
• 2 
-I 

TIB 

36 

81 

72 

»4 

185 

>24 

as 

■U 

LO 

31 

U 

tote" 

to 

DAM 

SIM 

BW 

MSB 

4*39 

II 

■vl 

•81 

■O 

•MS 

+2 

MM 

u 

32 

W2 

ft) 

.-j 

U 

74 

u 

12 

In# 

22 

34 

IS 

23 


BSXjB 


MM 

m 


ITS 

1020 

na 


043 

17784 

727 

735 

1535 

0545 

• 

1524 

ns 

518 

mu 

3240 

SB 

32040 


+57 

+4 


927 153 U 
U U 17 
- TU 1751 U 

3 130 US 25 

4 223 417 24 


574 

545 


laaaDMRnHCAnoMS 


(54 717 u 
50 223 37 


-+U 

-a 


110 140 1.7 

51 DJ 17 

4.4 90 51 

B2 «18 51 

52 TM 51 
7.1 U U 
11 154 20 

50 +62 24 

51 M3 53 
54 554 53 
144 S3 24 

52 *3 23 

42 44 05 

U U 11 



042 

HUD 

24.11 


5n 

4L4I 

052 


TOBACCO 

BUMS 


«tE»lJM»^*W00OCTOB 


_ l In 
Momma 


143 

IE 

BOD 

73*59 


- B0 1 BU 57 
*2 244 42.1 17 

*0 Ml 77 15 
«U TU TU U 
♦13 252 117 U 

74 44 - 

5.1 53 10 

*7 451 IBM LI 

+J 3B1 TTLS 54 
-3 424 450 TJ 

-.1 254 774 10 


XI 1787 50 
32 2CB 77 
54 155 B4 
64 • 11 


BBUWG MAYSMU t IWMAWS 


EXTBACnVE DBUSTnE5 


(to Cm 

SIO 

♦ 1 

43 

ns 

aw 

tt7» 

- 

U 

- 

OM 

S3 


LI 

22 

MMBta 

KM 

+43 

3J 

82 

MtoteMft 

warn 

•120 

SS 

a 2 

taw 

1871 

+12 

02 

187 

WC 

mm 

-5 

44 

u 

taMtatata 

14871 

+27 

M2 

u 

■m 

04? 


J7 

182 


51 MlftO 


233 

12.17 


-.i y 02 - 

.1 130 214 34 


!■! RHonsncBS 


CffiSULS 

«l 

1434 

-I 

1.8 

68 

25 

«A8 

I3M 

-1 

18 

12 

23 

MrltoNi 

gut 

-U 

120 

13 

M 

«W 

HUB 

+2 

tu 

18 

88 

ur 

SUB 

+4 

as 

82 

89 

HOC 

1384 

-2 

67 

128 

15 

ttflt 

SUN 

*2 

381 

32 

14 

aoSgcCa 

12200 

Jt* 

*2.4 

-2 

15 

328 

34 

44 

12 

c 

1761 

•3 

113 

34 

27 


•IB 

- +2 

U 

08 

22 

ssr 

ftSUff 

-ad 

U 

' 

84 

BHBmacmi 

StaMtaB 08? 

+« 

*a 

08 

28 




IStel 

«m 


48 

1T7 

08 

(XL,IKIBbRKTH> 





V 

078 

-I 

001 

<B8 

IB 

Bomb on 

1560 

1 2 

4.1 

11 

3.1 

BMBnNte 

nun 

+2 

a 

03 

ZB 

Hi 

- M 

*2 

lu ms 

23 

unman 

4213 

+.4 

<8 

22 

21 

am 

HO* 

+u 

11 

107 

U 

Ftehl 

37470 

404 

08 

02 

23 

own 

41* 

• 

IU 

Z5 

U 

tolriBMN 

Ul 

+2 

noo 

487 

27 

SWTwa 

063 

+.1 

tftBISl 

12 

BAWHi - 

TUB 

-23 

ft] 

Z7J 

11 

HI 

ms 

42 

272 

W 

17 


TRANSPORT 


(401 *2 

557 -1 
5MS32 ♦1290 
1149441 


KM 

t7.lt 


+944 


59 30 23 

w at u 

40 - B( 

45 . 51 

42 23 ZJ 

51 110 U 
56 61 £4 


WATER 

MM 


GASKsmonoH 


448 

1.49 

S5M 


HEALTHCARE 


ita 


3048 

1M 


♦8 

81 

(.1 

03 

vneuwRCUL 





+07 

■a 

U 









14 

72 

3.4 

Wan» 

072 

- 

S 9 . 

81 

11 

«J 

444 

083 


Of Date 

HS 37 

+08 


<4 

2 J 

+.1 

313 1(28 

12 

Ml 

muz 

•U 

17 

U 

07 





m 

a* 

♦2 


au 

23 





Pm hu 

HIE 

♦J 

17 

a« 

£9 





ton 

27 « 

-a 

TJ 

86 

12 

- 

(02 M 

36 

PAFHL PAOLAQSS 2 fUflfTMB 



4 U 

08 

12 

08 

AatteTs 

12 HU 6 

•102 


87 






JtettBH 

. -aw 

+2 

U 

08 

26 





MO -- 

•■to 

+u 

17 

U 

U 





SCAA 

2 SE 7 



- 

26 





SCAB 

as® 

-4 


u 

27 


17 

15 

1.1 

Steal 

. MM 


02 

ai 

27 


28 

342 

37 

VMffea 

a* 

•*1 

U 

aa 

13 



*5 

35 

« 

52 

non 

+3 

47 

103 

SB 

094 

•2 

53 

27 

*7 

1214 

•2 

66 

217 

05 



I IB tea «»» 




ft llli»M| 4 * 4 lliim|iiii||Uftlftlft Mill ll 44 14 IU» 44415 «* 


CURRENCIES & MONEY 


FT SYNTHETIC BIRO RATES 

■toy IB 


1.95 per cent helped by the 
announcement that Ahold of 
the Netherlands was bidding 
for the US supermarkets 
group Giant Food, and was 
buying up J. Salnsbury's 
minority stake in the busi- 
ness. Ahold jumped Ecu L 7 
to Ecu 80.86, while Sainsbury 
gained Ecu 0.5 to Ecu 7m 

Sectors which ended in 
negative territory included 
healthcare, leisure and 
hotels, oil exploration and 
property. 

France Telecom led a 1.73 
per cent advance in the tele- 
coms sector. Its shares rose 
Ecu £3 to Ecu 50.72 while 
Deutsche Telecom put on 
Ecu 0.6 to Ecu 24.16. 
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INTERNATIONAL CAPITAL MARKETS 


Gilts take centre stage as Fed holds rates 


By Jeremy Grant ta London and 
fficbanl Waters to New York 

UK gilts stole the show in 
European bond markets yes- 
terday, see-sawing in reac- 
tion to UK inflation figures 
as other markets held their 
fire pending a decision from 
the Federal Reserve an US 
interest rates. 

Investors were seen hold- 
ing h ack t foiic zooming 
before t aking positions, 
although the consensus - 
rightly, as it proved - was 
for no change in US rates. 
Analysts said markets were 
looking further ahead to the 
release tomorrow of the Fed- 
eral open market commit- 
tee's March minutes for indi- 
cations of any shift in 
underlying sentiment 

Markets ended higher 
across the board but were 


locked in tight ranges, hav- 
ing apparently shrugged off 
the latest political develop- 
ments in Indonesia. 

US TREASURY bond 
prices remained largely 
unchanged in quiet trading 
yesterday morning in New 
York, as traders marked 
time ahead of the Fed com- 
mittee meeting. 

The benchmark 30-year 
band was & higher, at 102 £, 
in early afternoon trading in 
New York, putting the yield 
at 5.924 per cent Two-year 
notes were unchanged at 
100 &. leaving the yield at 
5.589 per cent 

Bond prices held on to 
their gains or the day before, 
which followed the rising 
dollar. The long bond yield 
remains abont 10 basis 
points below its level of late 
last month, reflecting reced- 
ing fears that a US rate rise 
might be imminent and a 


partial return of its status as 
a safe haven 

UK GILTS initially took 
fright at higher than expec- 
ted retail price index data, 
falling sharply after it 
appeared these spelled a 
resurgence of infla tion and 
concern over a possible 
interest rate rise. 

The statistics office said 
hoarfHng Inflation hit a six- 
year high of 4 par cent, up 
from &5 per cent in March. 

In addition, the April 
retail price index came in 
above forecasts at 3 per cent, 
against a forecast of between 
2£ per cent and 23 per cent 

That, coupled with last 
week’s average earnings 
data which showed a bigger 
rise than had been expected, 
helped stoke fears that the 
Bank of England’s year-end 
inflation target of 2.5 per 
cent may be unrealistic. 

The short end of the yield 


FIB presents $2bn 
deal as benchmark 


BfTHtNAHONAL BONDS 


By Vincent Sotand 
and Edward Luce 

In quiet activity ahead of the 
Federal Reserve meeting, the 
market was dominated by 
the European Investment 
Bank's jabn three-year issue, 
which was presented as a 
new benchmark at that part 
of the yield curve in the 
absence of further US Trea- 


B ankers at Goldman 
Sachs, joint lead with Salo- 
mon Smith Barney, said that 
had left a gap in the three- 
year sector for a new bench- 
mark issue, and there was 
TunHiing of comparable size 
in the sector in the eurobond 

mq yTrpt 

The EIB bond, priced to 


WORLD BONO PRICES 


yield 15 basis points over the 
three-year Treasury, was 
trading Oat to reoffer last 
night. 

It was targeted at Asian 
buyers but also saw demand 
from European investors. 
"We felt there was strong 
demand for something in 
this part of the curve from 
Asian central banks. There 
was a very sizeable book of 
orders from there," one 
banker said. 

Elsewhere, US investors 
were apparently much, taken 
by the high-yield $350m bond 
issued by Ocean Rig, a Nor- 
wegian oQ company. 

The 144(a) offering - 
which enables non-US bor- 
rowers to tap the US market 
at minimal cost - was 
secured against the mort- 
gage an the purchase of two 


curve saw some flatt ening as 
short-dated bonds were hit, 
with economists predicting 
more of the same if tomor- 
row’s retail sales figures are 
perceived as strong. 

However, gilts recovered 
after concluding the head- 
line figure was boosted by 
Budget and that there 
were still no convincing rea- 
sons to alto 1 current views 
on Interest rates. 

"Far once I think the mar- 
kets are listening to the 
economists rather than the 
headlines. It’s clear the 
acceleration in the headline 
index is a one-off,” said 
Julian Jess op, European 
economist at NIkko. 

Nevertheless, there are 
st31 lingering fears that the 
headline figure may encour- 
age wage deals that are 
inflationary. Yesterday, 
retailer Marks & Spencer 
fuelled such concerns by 


announcing a a 5.25 per cent 
staff pay rise. 

“It (today’s official data) 
doesn’t change our view that 
interest rates are more Hkely 
to remain at 7J25 per cent Gar 
the rest of the year than to 
rise, but the risks are stOl on 
the upside,” said Steven 
Andrew, gat strategist at 
Merrill Lynch. 

“The problem is that the 
higher number may feed 
through to inflationary pres- 
sures at a later stage. The 
ball we should be watching 
is the labour market” 

The June gilt future set- 
tled U basis points higher at 
107.78 with 76.000 contracts 
traded. 

Figures showing that the 
government had been able to 
repay £3.4bn in debt - 
largely thanks to robust tax 
revenues - was seen push- 
ing gilt prices higher, as it 
would reduce the need far 


farther auctions and point to 
the prospect of scarce 
supply. 

The spread over German 
bunds narrowed to 104 from 
the previous day's 105 basts 
points. 

BUNDS ended higher, 
hardly reacting to comments 
by Ernest Weltefce, a Bund- 
esbank council member, 
warning a interest rate 
rise could not be ruled out, 
though it was too early to 
speculate when to make any 
adjustment 

The IFO business climate 
data were slightly weaker 
than expected but analysts 
said the market bad already 
priced this Into their expec- 
tations, as weak production 
data had to l d a similar story 
last week. 

The June bund future set- 
tled 13 basis points higher at 
10x95 after nudging techni- 
cal resistance at 10&9S, 


„ NEW S DIGEST : 

SECURITIES - 

US Treasury plans to issue 
index-linked savings bonds 

The US Treasury wffl begin issuing Indax-Snkad saving s hoo ds 
later this year and plans to introduce a regular eucttoo. Sched- 
ule in jnflaflon-ftlted securities, a senior Treasury oflWal . said 
yesterday. . • • l'' '.'"'' 


New international bond issues 


Ararat Coupon 


oil rigs by the borrower. The 
rigs will be delivered next 
year. 

The 10-year bond was split 
into a gaan fixed rate and 
8125m floating rate tranche. 
About 75 per cent of the 
fixed rate tranche, rated B3/ 
B-minos, went to the US. 
“Obviously the US high-yield 
market is much deeper and 
more sophisticated but 
Europe is slowly getting 
there,- said CSFB, sole lead. 

First National Building 
Society issued Ireland's sec- 
ond mortgage securitisation 
yesterday in a two- tranche 
I£200m offering- The bond - 
the first Irish residential 
mortgage securitisation to 
indude automatic redenomi- 
nation into the euro - was 
distributed mostly to non- 
Irish investors in Europe. 
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Although the Irish prop- Warburg Dillon Read said The portfolio has an 
erty market is considered to most of the mortgages were average loon to property 
be dangerously dose to over taken out about two years value ratio of 67 per 
heating, an official at SBC ago. cent 


federal finance, toW a Bond Market Association semkwrln - 
New Yolk that development of a BqukJ market bt tndex-Hnked 
bonds would take time but was Improving- ■ .-o 

. The move fottowsthe Treasures overhaul ea/w.tfus maror 
of its regular bond auction process, which Inckided oahceWng 
throe-year note auctions and hokflng auctions of-flvo-yaar 
pmerquarterty rather thaar monthly. The moves wore to . 
response to a Hkely federal budget surplus nati year for the 
t&st time In nearty 30 years, and forecasts of sutph«e» In the 
coming years. Vincent Boland 


FUTURES AND OPTIONS . ■ ■ ' 

CME begins Ecu trading 

Trading In Ecu futures and options began yesterday on the 
Chicago Mercantile Exchange, the second largest US futures 
exchange, paving the way for eventual trading of futures to 
the new euro currency. 

The Ecu contracts are designed to convert to the euro cur- 
rency one® European monetary union begins on January 1..- . 
1999. Conversion will be on a one-to-one basis, and the first 
contract expiry for the Ecu/suro contracts is set for March 
1999. After that, contract expirations win occur quarterly. 

The new contracts are currently sized at Ecl/ 125,000 (and 
subsequently, euros), which equates to about $130,500. Tract- - 
tog in the new contracts was said to have started qufetiy 
yesterday. 

The CME will continue to list its doUar/D-Mark, dd- 
tar/French franc contract and D-Mark cross-rate products, 
while these Individual currencies conUnue to exist 
Nikki Taft, Chicago 


FUTURES . 

Pfandbrief contract from Eurex 

Eurex, the product of a recent merger between the Deutsche 
TerminbSrse and Softex, the German arid Swiss derivatives 
exchanges, wHi launch a future on Germany's Pfandbriefe on 
July 6. 

The five-year contract - the first derivative to be based an 
non-govsrivnent German bonds - wHl.be based on a basket 
of efferent Pfandbrief bonds. 

Pfandbriefe are mortgage-based bonds Issued by private- 
sector mortgage banks and public sector institutions. They 
form the largest non-government asset class of bonds ‘m 
Europe. Edward Luce . 
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CURRENCIES & MONEY 


Dollar firm as Fed makes no change 


By Baaiei Dooitey and Sboos 


The dollar held firm in late 
US trading after the Federal 
Reserve said it was leaving 
interest rates unchanged. 
Most in the market had 
expected no move from the 
Fed’s open market commit- 
tee meeting. However, for 
the first time in months 
there had seemed to be a sig- 
nificant chance of a rate rise. 

In dull trading before the 
Fed’s decision the dollar had 
dropped 0.55 pigs against the 
D-Mark to DM1.7825 and 
risen another Y0.3 against 
the yen to Y136.4. It held 
those levels after the 
announcement. The Federal 
funds rate, which stands at 
5.50 per cent, has not 
changed since March 1997. 

The market had been 
divided over whether a rate 
rise would help the dollar. 
The US stock market has 
risen so far in recent months 


that many investors think a 
Fed move would, bring it 
tumbling down - which 
could hurt the dollar. A rate 
rise could also shake Asian 
currencies. 


■ Lingering effects of the 
Asian crisis brought about 
the two most dramatic inter- 
ventions of the day, in 
Moscow and Jakarta. 

Russia's central bank 
pushed up its refinancing 
rate by 20 percentage points 
to 50 per cent, a step which 
brought the rouble within its 
official trading range after it 
had pushed against tftg lim- 
its on Monday. The bank 
narrowed its quotation rates 
from 6.1350/6.1750 from 
6.1130/6.1800 the day before. 

The currency has suffered 
from bouts of weakness 
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throughout the year so far. 
This has largely been 
impelled by fears about 
emerging markets set off by 

the weakness in east Asia 
but also by concerns about 
Russia's economy and bud- 
get deficit. 

Although not the headline 
interest rate, the refinancing 

rate serves as a cap on trea- 
sury bill yields and so exer- 
cises considerable influence 
over Russia's regulated cur- 
rency market 

Sergei Dubinin, the central 
bank head, disclosed that 
the bank had spent about 
SSOOm in defending the cur- 
rency over the last week, 
bringing reserves down to 
ttS-fibn. 

“Reserves are low. and 
*2bn-3bn dollars are tied up 
in gold, but these yield levels 
are sufficient to stop inves- 
tors from getting oat the 
market," said Tony Norfidd. 
currency strategist and trea- 
sury economist at ABN 
AMRO in London. 

The Polish zloty also 



briefly suffered from the 
attention Russia has been 
getting. But the currency 
edged up on the day at 3-4545 
to the dollar, after touching 
3.4706 


sian leader’s statement The 
rupiah, which fell as low as 
16,000 to the doDar in early 
trade, stabilised at about 
12 , 600 , up 2 per cent on the 
day. 

While promising new elec- 
tions and saying that he 
would not stand again. Mr 
Suharto mentioned no date 
for his departure. Further 
demonstrations against his 
government are expected 
this week, after days of pro- 
tests and rioting that have 
brought the country into 
chaos. 

The rupiah's limited recov- 
ery stemmed from increased 
hopes that any t ransitio n of 
power in the country would 
be peaceful But Marc Chan- 


dler, senior curreicy strate- 
gist at Deutsche Morgan 
Grenfell in New York, 
argued that doe problems of 
South Korea's government, 
headed by veteran opposi- 
tion leader Kim Dae Jung, 
showed that even a more 
democratic administration in 
Jakarta might be unstable. 


I OTHER CURRENCIES 


■ Mr Suharto's statement 
helped the yen hold still yes- 
terday. but analysts warned 
the currency might enjoy 
only a brief respite from the 
weakness that on Monday 
took it to a seven-year low. 
The yen ended the day at 
Y136.1 to the dollar, largely 
unchanged. The Bank of 
Japan declined to cut rates 
below their rock-bottom lev- 
els of 0.5 per cent 


■ President Suharto's 
announcement of his 
impending resignation was 
even more momentous. But 
the markets were unsure 
how to i nte rp re t the Indone- 
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■ The pound strengthened 
marginally to the dollar, to 
$1,625, after inflation, as 
measured by the UK’s Retail 
Price Index, hit 4 per cent 
for the first time in almost 
six years in April. 


POUND SPOT FORWARD AGAINST THE POUND 
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COMMODITIES & AGRICULTURE 


High silver price dries up Indian demand 


By Kameffl Soodmg, 
Mining Correspondent 


As Warren Buffett, the 
prominent US investor, was 
acquiring 4.000 tonnes of sil- 
ver last year, millions of 
Indians, the world's biggest 
consumers of the metal, 
stopped buying. This Is made 
clear in the latest market 
survey horn the Washington- 
based Silver Institute. 

When the silver price rose 
sharply towards the end of 
1997, reflecting the buying 
activities of Mr Buffett’s 
Berkshire Hathaway invest- 
ment group, imports to India 
virtually dried up. 

In India, most silver is 
bought by farmers in the 
north who stock pile the 


metal as a form of saving. 
They do not look at die dol- 
lar price but at the cost in 
their domestic currency. 

“At present, they buy 
when the price falls below 
Rs7,000 and Stop buying 
when silver goes above 
RsS.000," said Stewart Mur- 
ray. managing director of 
Gold Fields Mineral Services, 
the consultancy that com- 
piled the survey. 

When the price of silver 
was lan guishing in the first 
half of last year - hitting a 
four-year low of $4.22 a troy 
ounce in mirt July - India's 
bullion imports were "phe- 
nomenal". As tbe price 
increased, to touch a nine- 
year high of $6.27 in late 
December, imports fell to 


Silver, world supply and demand 
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virtually nothing. unprecedented level of 

Mr Murray said the Indian imports In the record second 
silver “buyers' strike" was quarter and partly because 
also partly a reaction to the the price of gold, also 


favoured in India for 
savings, was falling. 

Mr Buffett was attracted 
to silver by the low price, 
bat he was also influenced 
by tbe way demand had 
exceeded conventional sup- 
ply - from mines and scrap 
- for many years. 

In 1997, the "statistical def- 
icit" was 130m ounces or 
4,031 tonnes. Between 1990 
and 1997. cumulative silver 
fabrication demand exceeded 
mine supply by 2,226m 
ounces. The gap has been 
filled by recycled silver 
scrap, almost entirely from 
the photographic industry, 
and more than 1,084m 
ounces from silver stocks - 
700m from identifiable bul- 
lion stocks and the balance 


from private holdings. 

Mr Murray suggested the 
“statistical deficit" would 
continue for some years and 
the key question was 
whether the price had 

moved gnnug h to bring tbe 
market into balance 

He said Indian silver 
imports had picked up again 
in March but were still rela- 
tively low. With silver bade 
yesterday at $5*28 an ounce, 
it seems that, for the time 
being, Mr Buffett and others 
who bet on a higher silver 
price are not doing well in 
their battle with the Indians. 

World Silver Survey 1998 
from Ute Silver Institute. 1112 
16th Street. N.W., Suite 240. 
Washington, DC 20086, US: 
$70 or £45- 


Hedging blamed for gold’s loss of shine 

Barrick prospers but some fear forward selling may kill the industry, says Edward Alden 


T he World Gold Council 
has blamed the dramatic 
fall in the world's gold 
price - it slid last year to its 
lowest level in nearly 18 
years - on the increasing 
use of hedging by producers. 
The world’s biggest and 
most effective hedger is Bar- 
rick Gold, and at the compa- 
ny's annual general meeting 
last week, Peter Munk, 
chairman, indicated why. 

The company. North 
America's second largest 
gold producer, had just come 
through what Mr Munk 
called "a devastating^ bad 
year" in which gold prices 
dropped 25 per cent end the 
average share price in the 
industry fell 45 per cent Bar- 
rick shares dropped from $31 
early in tbe year to less than 
$19 by the year's end. 

However, not only had it 
survived, in the first quarter 
of 1998 it turned in a 36 per 
cent increase in profits - 
despite gold prices remain- 
ing near $300 an ounce. 

The company benefited 
from rising production and a 
cost-cutting programme, but 
most of the attention has 
focused an its aggressive 
hedging. 


In 1997, Barrick’ s forward- 
selling meant its entire pro- 
duction realised $420 an 
ounce. $88 above the average 
spot price for the year. Thai 
produced an extra $268m in 
revenue and S200m in earn- 
ings. said Randall Ollpbant, 
Chief finanrial officer. Over 
the past 10 years. Barrick 
has earned an average pre- 
mium of $46 an ounce over 
the spot price. 

Hedging has been remark- 
ably effective, particularly in 
the long bear market for 
gold, most analysts say. Can- 
ada’s Placer Dome realised 
strong first-quarter profits 
on a hedged price of $350 an 
ounce, and Australia's Nor 
mandy Mining has hedged 
about GO per cent of its 
reserves. Companies that 
have mostly eschewed hedg- 
ing, such as Newmont Min- 
ing, Noth America's largest 
gold producer, are more 
exposed to the continued 
weakness of gold prices. 

"Of all the gold companies 
In North America, they [Bar- 
rick] have been the greatest 
winner." says Todd Hinricfas. 
senior mining analyst with 
ABN Amro in Chicago 

But not all observers are 


quite so enthusiastic. There 
are many who fear the prac- 
tice may destroy the gold 
business. The large quanti- 
ties of gold dumped on the 
market as a result of forward 
selling have, they fear, seri- 
ously depressed the price of 
gold and perhaps tarnished 
its lustre permanently. 

"They’ve damaged their 
underlying business." says 
Gr aham Birch, who heads 
the gold and mining team at 
Mercury Asset Management 
in London, one of the UK's 
largest institutional buyers 
of gold stocks. "Without a 
doubt they’ve contributed to 
the weakness in the gold 
market which has affected 
their stock valuation." While 
Barrick's stock has recov- 
ered to $22, it has yet to 
regain mare than a fraction 
of last year's slide. 

The gold business lends 
Itself to a unique kind of for- 
ward selling, because of the 
large quantities of gold in 
the world's central banks. 

While there are variations, 
the basic arrangement works 
like this. A company bor- 
rows gold from a bullion 
dealer or bank, which bor- 
rows tbe metal from a cen- 


tral bank. The company pays 
a lease rate of roughly 2 per 
cent for the privilege. 

The gold is immediately 
sold into the spot market, 
and the proceeds banked to 
earn Interest rate returns of 
6 per cent or higher. Gold 
from production is delivered 
two, three or more years 
later against the contract 
and returned to the central 
hank. By that time the com- 
pany has earned not only 
the proceeds from the origi- 
nal spot sale, but interest 
profits in the interim. 

“It's a great strategy," 
says Larry Strauss, senior 
mining analyst with Canac- 
cord Capital in Toronto. "To 
me it’s a no-brainer." 



Mating for gokfc but wiB it keep its value? 


Coftta 


B arrick says it currently 
has 10m ounces - about 
three years' production 
- hedged at more than $400 
an ounce, creating a $4bn 
asset that can earn $200m a 
year with a 5 per cent net 
return. Critics say the 
arrangement depends on the 
spot price of gold not rising 
above the forward price. 

But Barrick has entered 
into flexible contracts that 
allow delivery to be deferred 


so immediate production can 
be sold at the higher spot 
price. Unlike other compa- 
nies with smaller gold 
reserves or less solid cash 
positions, Barrick can defer 
contracts up to 15 years. 

Detractors like Mr Birch at 
MAM say tbe strategy leaves 
hedgers over-exposed to 
changes in the futures mar- 
ket, but ABN Amro's Mr 
Hinrichs says the odds of 
such events are sufficiently 
small to make hedging a 
good bet 

Most people who buy gold 


stocks do so because they 
are betting on gold prices 
rising, says Mr Strauss at 
Canacard. "They want that 
leverage." A hedged com- 
pany like Barrick, in con- 
trast, offers stable returns 
over longer periods, but will 
not realise the same boost if 
gold surges. 

Mr Birch says that while 
he continues to buy Barrick 
shares, "we want the upside 
potential of a gold price, and 
it’s very important that 
upside potential remains 
intact." 


Calm view 
on Indonesia 


helps coffee 


MARKETS REPORT 


By Gary Mead and 
KenoeBi Gomfing 


Coffee traders on the London 
International Financial 
Futures and Options 
Exchange took an unemo- 
tional view of the continuing 
uncertainty in Indonesia yes- 
terday, with a developing 
consensus that disruption to 
transportation and adminis- 
trative aspects of coffee trad- 
ing may be minimal and 
short lived. 

“I think speculation over 
supply disruptions for Indon- 
esia is premature and that 
most of the price jumps have 
related to traders holding 
back coffee because of the 
collapsing rupiah. Now sen- 
timent towards the Indone- 
sian currency has improved, 
the supply situation is likely 
to be better than the specu- 
lators have been implying," 
said Lawrence Eagles, head 
of research at GNL 

Traders are talking of a 
1996-2899 Indonesian robnsta 
harvest of 300,000-325,000 
tonnes, following drought 
and poor photosynthesis, 
against a more typical yield 
of 430,000 tonnes. However, 
this low expectation has 
probably already been fac- 
tored into the price, and may 
be offset by an expected 
large Brazilian harvest. 

On Liffe, the July robusta 
contract dosed at $1,910 a 
tonne, $45 lower, partly 
because of the calmer view 
of Indonesia’s problems and 
partly as a result of the 
imminant expiry of the May 
contract, which, closing $135 
lower (at $2,065 a tonne), 
softened the whole market. 

Elsewhere on Liffe cocoa 
futures also aided lower, tbe 
July contract closing at 
£L127 a tonne. £14 down, as 
profit-taking continued. 

News that Russia will 
attend the June 24 meeting 
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0 has the same meaning 
tile dues 

ACROSS 

1 Smoke time returns, which 
is very sad (6) 

4 Fish and. fish - the big one 
that’s beaten (4,4) 

9 Woe often leads one to 
gamble and die horribly (S) 
10 Frothy sweet for sick sailor 
in submarine (8) 

12 Marker with stripe that 
barely runs (8) 

13 Idea of an O, they tell us (9 

15 Adjuration in the boat- 
house (4) 

16 Request one by one in 
attractive style (10) 

19 Female gets a professor- 
ship. circumventing myself 
and others with beards 
(6.4) 

20 The little page Is going to 
cry (4) 

23 A rich husband briefly 
missing holds court in an 
0 ( 6 ) 

25 Weapon produced by burn- 
ing one’s boats? (M) 

27 A feeling provoked by a 
party in Ireland (4,4) 

2$ Make an ascription for 
which I get myself put 
inside (6) 

29 Remains unfinished - all 
true from now on? (4,4) 
(and see 8) 

30 24 hours in future? &3) 

DOWN 

1 Thanks to bachelor's com- 
pany. it’s a hot sauce (7) 

. 2 In old old case, sailor's 
number is O (9) 

3 A file on a summer O (6) 


wherever it occurs in 


3 Song following O for dis- 
playing marine life (4) 

6 Southern nut keeps one 
fish (8) 

7 Religious leader nearly use- 
less at sport (5j 

8 Singer's sweetheart 29 
across the O - bring her 
back! {25) 

11 “Physician, — self - well! 
<7) 

14 0 Dot wanting a row (7) 

17 Courser after O for liner - 
you turn hot, within rea- 
son (9) 

18 Management is furious 
about champion's failure to 
score (6^) 

19 Afraid to raise sail into tbe 
wind without audience (?) 

21 Peep out and snoop around, 
being hot and sharp (7) 

22 Closely related O before the 
days of ofl and gas? (6) 

24 Boat sunk by 0?(3) 

28 Sound of tapdog(4) 

Solution 9,685 
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in Vienna of the Organtsa- 
tios of Petroleum Exporting 
Countries faffed to boost tbe 
flagging spirits of crude off 
traders yesterday. The onset 
of warm®: weather In the 
northern hemisphere sig- 
nalled the start of further 
slackening demand.- On tha 
International Petroleum 
Exchange in London Brent 
crude for July continued to 
drift within a 15 cent range 
and was down i cent a bar- 
rel in later trading, at $14.45. 

On the London Metal 
Exchange copper’s price 
steadied after falling by 
nearly 5 per cent on Monday 
to close yesterday at $1,677 a 
tonne, up $12, or nearly l pea: 
cent. 

Chinese selling caused the 
fall on Monday, said traders, 
but it was the big increase in 
copper supply scheduled to' 
hit the market in the next 
two to three years that was 
likely to drive prices lower. 

"Some traders are talking 
about prices as low as $1,400 
a tonne," said Jim Lennon, 
analyst at Macquarie Equi- 
ties, part of the Australian 
banking group. "The past 
relationship between indus- 
try costs and prices at tbe 
bottom of the economic cycle 
means such levels are not 
out of (he question." 

He pointed to a Brook 
Hunt consultancy report 
that suggested copper prices 
would have to average about 
$1,543 a tonne next year and 
In 2000 to generate the big 
production cuts needed to 
balance the market. The 
report drew a parallel with 
the early 1980s when copper 
prices at or below $1,543 
were needed for four years 
to induce l.lm tonnes of 
annual capacity to be cut at 
<3> copper mines. 

On the bullion market, 
palladium’s price, which 
readied a record in London 
on Monday, eased back to 
close at $400 an ounce. 
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LONDON STOCK EXCHANGE 


Leaders rally well as smallcaps bit record high 


fmmjgm 

By Stefa Thompson, 

UK Stock Market Etfitor 

London’s front-line stocks 
staged a strong rebound yes- 
terday alter suffering three 
straight sessions of heavy 
fails as more hard takeover 
activity reminded investors 
of the potential for much 
more bld/merger news in 

coming - months. 

And London was mnch 
more sanguine about the 
chances of a rate rise in the 
US. There was no news of 
the Federal Reserve open 
market committee's decision 


on interest rates as London 
dosed, but the overall feel- 
ing was that rates would 
probably be left on hold for 
the time being. 

There remained some con- 
cerns, however, that the Fed- 
eral Reserve would issue 
some form of warning that 
rates might have to be 
pushed higher in coming 
months If inflationary pres- 
sure began to threaten. 

While there were no such 
upside fireworks in the mar- 
ket's second and third-line 
stocks, they both maintained 
up ward momentum, with 
the FTSE 250 nudging ahead 
and threatening its all-time 


hi gh , and the FT^ic S mall . 

Cap hitting new intraday 
and Closing ppflhn 

“London was a bit twitcfay 
at the start but once the bids 
starting rolling in and the 
better feel about US rates 
kicked in, we felt much bet- 
ter." said one marltatmak er. 

He insisted, however, that 
the nddcaps and smallcaps 
offered better value than the 
leaders, citing the wide- 
spread rumours of many 
more bids in the pipeline. 

Asked about inflation and 
public finance data 
nrrnnujM-orf during the mid- 
mrt mrng be said the market 
had taken the figures In its 


stride. “There were no real 
shocks in the numbers - the 
shock might come later from 
the US." 

At the finish o f a b usy 
trading the ITSE 100 

was 51.6 ahead at 5,877.8, 
having got to within five 
points of the SJ9Q0 level dim- 
ing the mid-afternoon when 
the Dow Jones Industrial 
Average was moving 
steadily higher. Not long 
after London closed, the Dow 
was up about SO points. 

The FTSE 250 index scram- 
bled about for much of the 
day, opening on a dull note, 
rallying, slipping back and 
then pushing ahead again 


just before the dose, eventu- 
ally «rttHng with a 2.7 gain 
at 5.7S&2, only 2.6 from its 
record dose and 75 off its 
previous intraday record. 

The Small Cap, on the 
other band, gave another 
powerful performance, bund- 
ing quietly on a good open- 
ing and fiwicMrig at a closing 
and intra-day peak of 2,7605. 
up 9.0. 

There was a bout of mar- 
ket indigestion when the 
April inflation data was 
released along with news of 
the public finances during 

that TrvTtntly A higher-fhan- 

expected headline inflation 
number of 4J. per cent, up 


Li per cent on the month, 
caused only momentary 
unease, however, and had 
been widely predicted - 
faii-inriftig the effects of the 
Budget moves on petrol, die- 
sel and mortgage payments. 

Much better than forecast 
public finances showed a 
debt repayment of £3.4bn, 
against a forecast repayment 

of £025hn, and played a part 
in restoring confidence to 
sentiment in the market 

Meanwhile; the bids kept 
on coming, notably a £260m 
agreed bid for EIS, the aero- 
space engineering group, 
from TL Turnover at Spin 
was 855m shares. 
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Disposal 

boosts 

Sainsbury 

COMPANIES REPORT 


By Pater John and Martin Brice 

Two of the UK’s prestige 
retailers - J. Sainsbury and 
Next - headed the list of 
Footsie risers on the back of 
a couple of well-received 
a nnouncements. 

Sainsbury ended the day 
more than 7 per cent up 
after It said it had sold its 
holding in Giant Food of the 
US to Ahold of the Nether 
lands fix' more than SSOQm. 

The company said this rep- 
resented a profit of more 
than £1600) on its three-and- 
a -half-year investment in 
Giant Shares in Sainsbury, 
which has recently lost 
ground to arch-rival Tesco, 
rose 34'A to 515'Ap. 

Enthusiasm for the high 
street rippled over to Next, 
which jumped 33% to 52lp 
after the company gave a 
reassuring trading update. 

Analysts found disappoint- 
ing the sales growth of only 
(L5 per cent in the 15 weeks 
since the beginning of 
February. 

But there was great relief 
that there was no further 
bod news to follow the prof- 
its warning in March and 
they said the outlook was 
encouraging. 

Also, the presentation 
marked a turning point after 
40 per cent underperform- 


ance against the sector aver 
the past 12 months. 

However, one broker said 
the company was likely to 
fall out of the Footsie when 
the index steering committee 
meets next month, and It 

might lose the support of big 

institutional investors. 
Another said the share price 
rise was exaggerated by a 
squeeze In the stock. 

On the other hand, 
Marks & Spencer fell back 
after the company said it 
expected the retail climate to 
get har sher this year, partly 
because windfalls from 
demutualised building soci- 
eties would be for lower than 
last year's £20bn. 


One analyst described the 
statement as a disguised 
profits warning, and bearish 
CSFB cut its fall-year profit 
forecast by £45m to £l.090m. 
The shares closed 4 off at 
576p. 

Meanwhile, Asda was 
restrained to a rise of only 
3% to 18^) as Morgan Stan- 
ley downgraded its recom- 
mendation to “outperform" 
from “strong buy”. 

On Monday, the supermar- 
ket chain denied weekend 
press speculation that it was 
planning a £13m merger 
with Kingfisher, but said the 
two companies had looked at 
the possibility. 

Bfflfton, the Tnminff group. 
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slipped 3% to 158%p in spite 
of a group of brokers setting 
off for South Africa to see 
the company's operations 
these. 

Sanlam. the South African 
finan cial institution, has 
reduced its direct holding In 
Rfiutmi by 10lm shares from 
15.7 per amt to 105 per cent. 

Lloyds TS8 jumped 30% to 
864p with a boost from Mor- 
gan Stanley. The US broker 
upgraded its rating on the 
shares to “strong buy" from 
"outperform". 

The 8 hares had fallen 
almost 25 per cent from the 
£11.00 peak in mid April 
because erf profit-taking and 
fears over margins in mort- 
gage lending. Morgan said 
the share price drop and the 
worries over Its mortgage 
operation were overdone and 
it maintained a price target 
of £108& 

National Westminster was 
held back to a gain of only 8 
at £1151 as the market got 
wind of a downgrade by 
Scbroders. 

Dealers said the broker 
had cut its current-year 
profit forecast by 8 per cent 
to about £L86ba 

The broker Is believed to 
have changed its numbers 


INVESTISSEMENTS ATLANTIQUES SIGAV 

SocUtc (flnvesdnancm i Capital Variable 
Registered Office: H. roc Aldringtit, Luxembourg 
R.C. Luxembourg Section B 8722 

DIVIDEND ANNOUNCEMENT 

On 15 May 1398 the Annual General Mewing has announced the 
payment at a dividend of K> cents per share on the number of shares 
‘ on 19 Ftar 1998, ex-dividend date 20 May 1998. j 
1998 aganst presentation of coupon no IE 


on or after 29 May 1998 aganst presentation of coupon no 19 of the 
old shares Invesnssemems Attantiques S A or against presentation 
of coupon no 8 of the now shares Investissemenls Ariantiques Sicav. 

The Board of Dmcrors 


Rich 

in 

detail. 


The 1998 FT 500 book. 


includes the names of the Chairman 
and/or Chief Executive, addresses, 
telephone and fax numbers for the 
top 500 UK and European companies. 
Data can also be supplied on disk. 


Far further information please contact 
the Financial Times on 
Tel: 0171 S73 4211 
Fax: 0171 373 3595 


FINANCIAL TIMES 


No FT, no comment. 
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cm the basts that 5 per cent 
growth Is unlikely and staff 
and cost reductions win not 
be as swift as previously 
thought 

Meanwhile, HSBC lifted IS 
to £1853 as the international 
banking group stressed its 
commitment to investment 
banking. There has been 
speculation that it intends to 
offload its James Capel brok- 
ing arm. 

R-rfHeh Rnmyy galrwH 18% 

to 563Kp in response to a 
sharp rise in «inn»i pro fi ts. 

Analysts were expecting to 
upgrade their current-year 
estimates after the company 
revealed profits of £19 lm 
against a consensus forecast 
of £l65m and a lQp special 
dividend. 

Pearson upgrade 

Broker Merrill Lynch 
upgraded its recommenda- 
tion an Pearson, the media 
group that owns the Finan- 
cial Times, to “buy” from 
“accumulate”. 

Pearson, which announced 
on Monday it is buying the 
educational division of 
Simon & Schuster from Via- 
com of the US, rose 8% to 
£1036. 

-Shares in companies with 
bus operations were a posi- 
tive feature as weighty 
research from Charterhouse 
TDney went to institutional 
Investors. 

In the lTQpage document, 
the broker's transport team 
focused on the likely effect 
on bus operations of the gov- 
ernment's pending transpor- 


tation white paper. Charter- 
house recommended inves- 
tors buy Go-Ahead Group, 
up 7% at 692 Vip, and Fir- 
stGronp, which now controls 
20 per cent of the UK. bus 
market Its shares eased 3 to 
408Kp. 

National Express, which 
Charterhouse advised inves- 
tors to accumulate, gained 22 
to £1057%. 

Strength among bus opera- 
tors was confirmed by 
results from Metalline. Its 
shares rose 14 to 232Hp after 
strong results that included 
a 25 pa cent pre-tax advance 
to 22.62m, which was said to 
have p rom p te d an upgrade 
of forecasts for the current 
year from £4.7m to £5.4m. 

Elsewhere in the transport 
sector, American Port Ser- 
vices rose 6V4 to I86p follow- 
ing the agreed cash offer 
from AB Forts, which lost 2 
to 36Sp. 

Eurot u n nel rose 35-4 to 61p 
after a meeting erf its French 
shareholders was told that if 
the company managed to 
stop losing money by 2000 , 
file shares would be worth 
ahnnat twice current value. 

The property sector, long 
seen by analysts as ripe for 
consolidation, saw a series of 
statements on takeover 
developments. 

Trafford Park Estates was 
up 11% at Http after Green 
Property, the largest quoted 
property company in 
Ireland, made a paper offer 
worth 2L2p a share with a 
190p-a-sbare alternative. 

However, Chesterfield 
Properties was down 30 at 
6l2%p after it said takeover 
talks had ended. 

Delancey Estates fell 8% to 
lOlp after it said talks would 
not result in a bid, but could 
lead to the issue of shares at 
a price substantially below 
the current price. 

Green alls was off 14% at 
487p in 1.6m traded after the 
brewer said sales in its pubs 
and restaurants had shown a 
slowdown In the spring, 
althoug h it was ahead of the 
same period last year. 
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Bourses positive as eastern storms ease 


EMERGING MARKET FOCUS 


uMHMMI ■»» » 1 


WORLBOy ERYIEW 

By Simon Davies 

A rousing speech from 
President Suharto of Indon- 
esia and dramatic interest 
rate increases in Russia 
shored up confidence in the 
emerging markets yesterday. 

The Indonesian stock mar- 
ket rallied strongly, with the 
Jakarta composite index 
climbing 6 A per cent follow- 
ing President Suharto's loose 
commitment to new elec- 


tions in which he will not 
participate 

However, volume 
remained extremely thin, 
reflecting continuing ner- 
vousness. The lack of a firm 
timetable for his retirement 
along with concerns over his 
potential successor, will 
encourage continuing vola- 
tility. 

In Russia, the other great 
casualty of recent weeks, a 
20 percentage point interest 
rate increase supported the 
currency and the stock mar- 


ket's RTS index recovered 
almost 4 per cent 

With Japanese and Hong 
Kong equities also moving 
higher, there was an 
extremely positive backdrop 
for world equities. The OS 
government assault on 
Microsoft did little to doit 
global investor confidence. 

There was some uncer- 
tainty preceding last night's 
announcement on US inter- 
est rates, bnt given the 
strong consensus that rates 
would be left unchanged. 


most stock markets moved 
higher. 

Germany's Xetra Dax hit 
both intraday and all-time 
highs yesterday, with few 
domestic issues to drive the 
market except for relief at 
the apparent stabilisation of 
market turmoil in the east 

The FTSE Eurotop 100 
index gained 1-29 per cent on 
a relieved rally among 
blue-chip European stocks. 

James Montier, global 
strategist at BT Alex Brown, 
said: ‘"The market is running 


ahead of itself in thinking 
the problems in Indonesia 
are over, but there are huge 
flows of funds coming into 
these markets." He argued 
that there was a significant 
earnings risk at current 
stock market valuations. 

However, Goldman Sachs 
is continuing in its bullish 
stance, projecting 10 per cent 
growth in global equities 
over the next 12 months in 
its latest world inv estment 
strategy report. 

It argues that while valua- 


tions are hi g h , they are justi- 
fied by current high returns 
on capital relative to the 
cast of capital. 

It is projecting the greatest 

increases from Asia, exclu- 
ding Japan, with a forecast 
63 per cent increase in Thai- 
land. 43 per cent In Hong 
Kong and 30 per cent in 
Singapore. 

The report says: "In tanas 
of relative market valuation. 
European markets such as 
Spain and Sweden look more 
attractive than the US.” 


Tiger acquires 
taste for noodles 


Dow rises as 
interest rate 
fears subside 


Fed hopes lift Dax to record 


n inn dc in turnover of FFr785m. 

Banks put aside Monday’s 


AMERICAS 


A broad-based rally lifted 
share prices on Wall Street 
as the market rebounded 
from the declines of recent 
sessions, writes Rickard 
Waters in New York. 

The market's bounce also 
reflected a belief that the 
Federal Reserve's open mar- 
ket committee, meeting yes- 
terday, would decide to leave 
short-term Interest rates 
unchanged - which proved 
to be the case. 

The Dow Jones Industrial 
Average was trading at 
9,062.37 by mid-afternoon, a 
rise of 11.46. The Stan- 
dard & Poor's 500 index shad- 
owed this rise, climbing 2.72 
to 1.10&54. The Nasdaq com- 
posite rose 3.57 or 0.8 per 
cent to 471.31. 

Technology stocks regis- 
tered some of the biggest 
advances, with International 
Business Machines rising 
$2& to $126}} and Dell jump- 
ing $1% to $96%. 

In early trading. Microsoft 
recovered some of the losses 
suffered the day before on 
news of the Justice Depart- 
ment's antitrust action. By 
early afternoon, however, 
the $!» gain had largely been 
erased. 

Netscape, which could 
benefit from the Justice 
Department’s move, rose 
SI -A or 35 per cent to $28&. 

Technology stocks were 
the most actively traded on 
the New York Stock 
Exchange, led by Compaq, 
which gained £ to $30%. and 
Hewlett-Packard, which rose 
& to S66iV 

Internet provider America 
Online’s announcement of a 
new venture in digital pho- 


tography with Eastman 
Kodak also fuelled heavy 
trading, with its shares clim- 
bing $3 to $86%. 

Among stocks in the Dow, 
DuPont's shares jumped $3% 
or nearly 4 per cent to $83%, 
after the company 
announced that it would buy 
out Merck’s share in a joint 
venture between the two 
companies. Merck, another 
Dow stock, gained $1%, to 
$1 216- 

Other drug companies also 
rose. Both American Home 
Products and Warner- 
Lambert touched new record 
highs, with AHP up to 
$50t« and Warner-Lambert 
climbing $3% to $197£. 

Giant Foods, a supermar- 
ket chain, surged nearly 14 
per cent an news of a take- 
over offer from Ahold, the 
Dutch retail group. The com- 
pany's stock was $5j& higher 
at $42%. 

TORONTO moved lower 
with weaker golds and base 
metals plus some high- 
profile profit-taking at Sea- 
gram counteracting the 
strong start on Wall Street 
The 300 composite index was 
down 21.82 at 7.66250 at 
noon. 

Golds were unsettled by 
the softening bullion price 
and the heavyweight count- 
ers in the sector fell sharply. 
Barrick Gold came off 
85 cents at C$30.95 and 
Placer Dome fen just as pre- 
cipitously. losing 50 cents to 
C$20.10. 

Seagram tumbled C$3.10 to 
C$59.15 as investors opted to 
pocket some of the profits 
racked up in recent sessions 
by hopes for a link with 
PolyGram of the Nether- 
lands. 


Early strength on Wall 
Street and a growing convic- 
tion that the Fed’s open mar- 
ket committee would leave 
'US Interest rat es un changed 
sent FRANKFURT into 
record territory. 

The Xetra Dax index 
peaked at an intra-day 
5,44643 before edging back 
in late electronic trade to 
close 97.34 or IK per cent 
higher at a record 5.44L00. 

Financials regained 
ground lost on Monday as 
concerns eased about politi- 
cal unrest in Indonesia. 

Deutsche Bank put on 
DM4 to DM157 JO, Dresdner 
Bank SSpffc to DM101.90 and 
Allianz DM20.60 to DM58540. 

RWE was an outperformed 
rising DM5.10 to DM94K0 as 
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Sao Paulo rallies on cue 


SAO PAULO rallied in early 
trading, taking its cue from 
the strong opening tone on 
Wall Street and the better 
performance within a num- 
ber of emerging markets, 
notably Russia and Indon- 
esia. 

Market heavyweight Tele- 
bnis. which tumbled more 
than 7 per cent an Monday 
when fears for higher US 
interest rates were rife and 
shares in Moscow fell more 
than II per cent, rebounded 
34 per cent to R$128. 

“For the moment all the 
devaluation scare stories 


that were doing the rounds 
yesterday have been put on 
hold," said one broker. 

Among other blue chips, 
Petrobr&s gained 14 per cent 
to R241 and Eletrobrfis 1.7 
per cent to RS42.70. 

At midsession, the beach- 
mark Bovespa index was 
showing a gain of 193 or 1.9 
per cent at 10.39 8. 

MEXICO CITY made more 
modest upward progress 
with the IBC index up 23.03 
at 4,669.54 at mldsession. Tel- 
mex mostly stayed on the 
sidelines, ending the morn- 
ing off 10 centavos to 21.70. 


the market continued to take 
a upbeat view on its nine- 
month results. 

Viag rose DM32.10 to 
DM966.10 in response to 
slighfiy better than expected 
1997 and first-quarter 
results. 

BMW stood out among the 
motor stocks with a rise of 
DM88.60 to DM2,028. 

PARIS climbed to within a 
whisker of 4.000 on the 
CAC 40 index before closing 
35.53 higher at 3,980.84 in 
some of the best volnme of 
the year with 27 Jm shares 
changing hands. 

Lagardfire rose FFr8 to 
FFr242.10 following positive 
statements at the annual 
meeting, and France Tele- 
com, the day’s top per- 
former. advanced FFr15.50 
or 4.9 per cent to FFr335 


worries about Asian expo- 
sure and a possible rise for 
US Interest rates. BNP 
gained FFr9 to FFr508 and 
Society Gdndraie FFr52 to 
FFrl.218. Danone added 
FFr19 to FFri.525 on opti- 
mism from the anmwi meet- 
ing. News of a property dis- 
posal lifted Axa-UAP FFr17 
to FFr699- 

Oil tracked softer oil 
prices with Elf Aquitaine 
dipping FFr14 to FFr850 and 
Total, where sentiment was 
not helped by news of plans 
for a temporary closure of 
Dutch re fining capacity, 
shed FFr21 to FFr748. 

ZURICH recovered after 
Monday's 2 per cent fall but 
activity was subdued as 
investors awaited news of 
US interest rates. The SMI 
index climbed 111.8 or L5 per 
cent to 7,483.2. 

The pharmaceutical 
heavyweights, which saw 
selling on Monday, were 
inning the biggest gainers. 
Roche certificates recouped 
SFr200 to SFrl4,990 and 
Novartis SFr53 at SFr2,444. 

F inancials were hi gher in 
spite of lingering concerns 
about the outlook for US 
interest rates. UBS climbed 
SFr41 to SFr2,546 and its 
me r g er partner, SBC, gained 
SF!r8 to SFr548. 

SMH bearers were marked 
SFr42 higher to SFrl.247 
after Merrill Lynch issued a 
strong buy recommendation 
on the stock and set a price 
target of SFrL500. 

AMSTERDAM pushed 
higher as concerns about US 
interest rates were put on 
hold and a number of strong 
corporate stories supported 
sentiment The AEX index 
ended 25.83 better at 1,177.40. 

KLM surged FI 3.30 to 
FI 79.80 ahead of what are 
widely expected to be soar- 
away results today. 

Ahold Jumped FI 3.70 or 5.7 
per cent to FI 6&50 after a 
major expansion of US inter- 
ests. The group Is bidding 
$3bn for Giant Food, and 
Ahold yesterday combined 
the takeover news with an 
upbeat trading statement 

ASM Lithography rose 
FI 2.70 to FI 84 and rival 
techs group Baan gained 


Golds fall in spite of surge 


SOUTH AFRICA 


The Dow’s strong opening 
gave Johannesburg a late 
boost after the market had 
clung on to small gains for 
much of the session. 

The overall index ended 
0.5 per cent higher at 8,121.6 


and financials also climbed 
0.5 per cent to 9,867.6. Golds, 
weighed down by a weak 
bullion price, gave up L3 per 
cent to 1,0225. 

Gold Fields Coal was a big 
gainer, jumping Rl.60 to R 12 
after Merrill Lynch upgraded 
its rating on the stock. 


Jakarta soars after Suharto pledge 


asia Mrnr recovery was broadly 

based, with the Topix index 


A promise of new elections 
and a pledge From President 
Suharto that he would not 
run again sent JAKARTA 6.4 
per cent higher. 

However, the very low 
level of business tended to 
exaggerate price movements 
and Indicated that many 
uncertainties remain. 

The composite index rose 
24.90 to 413.82 as hopes grew 
that tbc president's com- 
ments increased the likeli- 
hood that he would depart 
gracefully and without vio- 
lence. Turnover of about 
Rp79bn was sharply down 
from the recent average of 
Rp300bn-Rp400bn. 

Shams linked to the 
Suharto family were among 
the strongest gainers. 
Bi manta ra rose Rpl25 to 
Rp425, Astra rose RplOO to 
RplOO and Cirta Marga was 
flat at Rp375. 

TOKYO also received a sig- 
nificant boost from indica- 
tions that President Suharto 
would step down, unites 
Paul Abrahams. 

Bonks and trading compa- 
nies with exposure to Indon- 
esia rebounded, helping the 
benchmark Nikkei 225 aver- 
age to gain 167.18 or 1.1 per 
cent to 15.551.65, having 
traded between 15,582.87 and 
15,309.19. 


of all first-section stocks 
gaining 10.7 or OS pa- cent to 
1,219.86. The momentum was 
up, with 70S shares higher, 
378 down and 155 
unchanged. Volumes 
remained subdued, however, 
at 347m shares. 

The banking sector gained 
2.3 per cent Sakura Bank 
gained Y28 at Y437, Bank of 
Tokyo Mitsubishi Y25 at 
YI.530. Nippon Credit Bank 
Y4 to Y132. Sumitomo Bank 
Y33 to YU19 and LTCB Y8 
to Y212. Among the trading 
companies. Toxnen recovered 
Y4 to Y10B, and Itochu Y8 to 
Y312, in spite of the latter 
issuing a profits warning. 
Ishikawa Seisakusho, a tex- 
tile machinery maker with 
extensive operations in 
Indonesia, jumped li per 
cent to Y229. It was the 
fourth most heavily traded 
stock on the exchange. 

The weakness of the yen 
continued to cause problems 
for sectors Importing dafiar- 
denominated raw materials. 
The oil sector, which is also 
suffering from falling petrol 
pump prices, fell 1.9 per 
cent. Nippon Oil dropped 
Y24 or 5 per cent to Y4S. 

Casio, the electronics 
group which announced 
startlingly good results as 
well as an ambitious profits 


ThaOwd 

S Rna and Securitas *Wex 



5001 




forecast for the current year, 
jumped Y120 or 10 per cent 
to Y1.3Q5. 

News that Kajima, the 
construction company, 
would post an extraordinary 
loss of YZlObn in the current 
financial year came after the 
market dosed. The stock 
ended down L9 per cent at 
Y360. 

The Nikkei 225 average 
traded in a range between 
15£B2 and 15,309. In Osaka, 
the OSE index closed up 138 
at 16£tt. 

KARACHI plunged 5 per 
cent to a 55-month low. in 
response to an interim court 
order slashing bine chip Hub 
Power's tariff by more than 
a half. The KSE-100 index 
dropped 6827 to 1,306.06 as 


the court decision further 
depressed a market already 
bearish In the wake of the 
nuclear row between Pakis- 
tan and India. 

Hub Power fell Rs320 to 
Rs28.2S and Shell Pakistan 
Rs26£0 to Rs262. 

Analysts said the court 
ruling was the latest devel- 
opment in a row over alleged 
over-pricing and suspected 
corruption between Indepen- 
dent Power Producers and 
the government that has 
unnerved the stock market 
and soured the investment 
climate. 

BANGKOK continued to 
move lower with the finance 
sector sliding steeply for the 
s econd day running. The 
SET Index ended off 10.75 or 
3 per cent at 346.46. 

Banks fell 4B per cent and 
the finance sector 132 per 
cent for a two-day decline of 
25 per cent. Dhana Slam 
Finance, which announced 
the postponement of a rights 
issue, shed BtL70 to Bt420. 
Bangkok Bank came off Bt4 
to Bt6& 

MANILA remained a casu- 
alty of regional sentiment, 
falling to a three-month law 
with the composite Index off 
56.50 or 2.7 per cent at 
2,068411. 

Ayala Land fell 1 peso to 
1425 pesos and San Miguel B 
lost 1.50 pesos to 59.50 pesos. 


FI 2.40 to FI 92.70. Steel giant 
Hoogovens was a dull fea- 
ture, slipping FI 2.30 to 
FI 903.50. 

MILAN rebounded almost 
3 per csit boosted by the 
gains on Wall Street as the 
FOMC meeting got under- 
way. The real-time Mibtel 
index climbed 677 to 23,830. 

Telecom Italia and ENI 
were boosted by the US-Eu- 
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ropean Union accord to head 
off sanctions on trade with 
Cuba, Iran and Libya. Tele- 
com Italia, which operates in 
Cuba, jumped L477 to 
L13250 while ENI was L335 
higher at L12J230. 

Alitalia jumped LL276 to 
L7.750 on the second day of 
its capital-raising exercise as 
investors continued buying a 
stock widely seen as having 
significant turnaround 
potential. The banks were 
stronger. Banca di Roma 


rose L96 to L3.670. calling a 
halt to its slide over the pre- 
vious two sessions, which 
followed disappointment 
that no merger with BC1 was 
planned. BCI was L328 
higher at L10.005. 

Generali jumped UL091 to 
L54.900 as Morgan Stanley 
recommended the stock and 
set a price target of L65.000 
based cm the strength of the 
company in the domestic 
market and the insurer's 
prospects in Europe. 

MADRID was supported 
by another active session for 
Endesa, where retail demand 
stayed strong ahead of next 
month’s formal pricing of 
the $8bn international priva- 
tisation offer. Shares in the 
utility rose Pta 110 to Pta 
3,660 after it was learned 
that retail investors had 
already bid more than 1.5 
ttmps their allocation of 70 
per cent of the total issue. 

At the close, the general 
index was 12.72 higher at 
868.43. 

MOSCOW regained its 
footing after the sharp faik 
of the past week and the 
RTS index ended 8.97 higher 
at 2364>S. The rebound came 
after the central bank 
stepped in to impose sharp 
rises in the key refinancing 
and Lombard rates, which 
calmed government securi- 
ties and eased fears in the 
stock market 

Written and edited by 
Michael Morgan, Peter Hall, 
Jeffrey Brown, Paul Gregan 


One measure of South 
Korea’s fall from grace is 
that its once-proud export 
industries - cars, ships, and 
semiconductors - are being 
shunned by foreign inves- 
tors. Instead, interest has 
shifted to such humble com- 
panies as Nong Shim, a 
maker of instant noodles. 

What has made Nong 
Shim a favourite among 
investors is that it is practi- 
cally debt-free aa opposed to 
Hyundai, Samsung and 
Korea’s other big conglomer- 
ates. or chaebol with aver- 
age debts five times equity 
because of costly diversifica- 
tion. 

Analysts predict Investors 
will concentrate on Nong 
Shim and other mid-sized 
companies with low debt 
when the foreign sharehold- 
ing ceiling, now 55 per cent, 
is abolished on Friday. 

Bnt a defensive strategy 
based an corporate solvency 
is not likely to revive the 
Seoul bourse, which is hov- 
ering near an 11 -year low, 
because low-debt companies 
represent only a handful of 
listed companies. 

ING Barings estimates 
that nearly 70 per cent of the 
Korean companies it follows 
are considered “distressed’', 
and they account for 90 per 
cent of the debt for the 
entire market 

Moreover, the Seoul 
bourse is likely to remain in 
the doldrums because of 
fears over more bankrupt- 
cies among main , industrial 
groups and threats of labour 
unrest as the chaebol begin 
the painful fawir of shwiiiing 
workers. A weakening of the 
won is also likely to scare off 
overseas investors. 

Analysts believe the mar- 
ket will not recover until the 
main chaebol are seen to 
adopt the conservative man- 
agement practices of the 
likes of Nong Shim, which 
concentrated an its core food 
business. 

Other favoured businesses 
with low debts include rir- 
cuit board maker Dae Duk 
Electronics, the security ser- 
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vice company Si. the Pusan 
and Seoul city gas compa- 
nies and Narahae Chemical. 

Several blue-chip compa- 
nies are considered to be in 
the charmed circle. SK Tele- 
com, which dominates the 
local mobile telephone mar- 
ket, has a combination of 
low debts and high operating 
margins. Although 1997 net 
profits fell by 42 per cent 
because of strong competi- 
tion, the recession is likely 
to weaken or eliminate 
many rivals. 

State-run Pohang Iron & 
Steel, one of the world’s larg- 
est and most efficient steel- 
makers, also has a low debt 
burden compared with other 
big Korean companies. 

Analysts also favour 
nearly debt-free Sindoricoh. 
which produces fax and 
copying machines that it 
exports on an original equip- 
ment manufacturing basis to 
its Japanese partner, Ricoh. 

Other strong picks include 
Medison. a highly profitable 
medical diagnostics com- 
pany that has captured 70 
per cent of the world's ultra- 
sound equipment market, 
the semiconductor equip- 
ment maker m* 1- ***, and tele- 
com equipment supplier LG 
Information & Communica- 
tions. i 

The shares of the favoured * 
few are likely to be expen- 
sive as they are chased by 
too many investors. 
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The Bond of Directors of China Merchant* China Direct Investments Limited 
(the 'Company') k pleased n> annouixv that (be audBcd omsoBdafed 
results far ihe fear ended 31 December W7 of the Co mpan y and fes 
subsidiaries (the 'Croup') togeth er with the 1‘WS comparative figures arc at 
foDow*- 
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1996 

VSS 


TURNOVER 




CHINA MERCHANTS CHINA DIRECT INVESTMENTS LIMITED 

(Incorporated In Hong Kong with limited liability) 

ANNOUNCEMENT OF FINAL RESULTS 
FOR THE YEAR ENDED 31 DECEMBER 1997 

BORIS ISSUE Of SHARES 

The Baud of Directors hat aba resolved in recommend at the tanbeamuqi 
Annual General Meeting to be held an Monday. 29 June 1998 a bonus issue 
of new shares in tbc share capital of the Company f'Etonus Issue of Shares'] 
on the basis of one new share ('Bonus Share’) fur every fare existing shares 
held, by shareholders whose names appear on the Remoter of Membra on 
29 June 1998. The Bonus Issue of Shares will he conddional upon.-— 

(11 the passing of die relevant ordinary reso lut i on to approve the Bonus 
Issue of Shares by the slareholdcts of the Company at die faitbcwnliw 
annual general meeting to be convened on 29 June 1998; and 
(2) the Listing Commfciec of the Stack Exchange panting a fating of, and 
pennhsfan to dcri m, the Bonus Shares an the Stock Exchange. 

The Boms Shares which wffl be uedked as fully paid up from the dure 
premium account of the Compa ny wiR rank pari passu with the existing 
issued shares of the Company In all respects excepr that holders of ihe 
Bonus Shares shall not be entitied to the final dividend recommended by the 
Board of Directors an If May 199B far the year ended 31 December 1997. 
No factional shares will be aliened and shares rep res en tin g fractional 
emhfanents wffl be a gg re ga ted and temed tr» a nominee lo he named by me 
Directors and such shares, at such time as the nominee thinks fa, shall be 
sold and the net proceeds thereof doll be retained far the benefit of the 
Company. 

ft to expected that ■ circular regarding, inter alia, the Bonus Issue of Shares 
wffl be despatched to shareholders on or before 6 June 1998. 

INVESTMENT REVIEW AND OUTtOOC 

As at the end of 1997. the Group hu Invested U&&3.08 mffikm in 11 
unliMcd investment prefects, re p re s e nting 99.9*«> of its iolxI net asset value. 
Moreover, the Group has also invesed approximately USS0.99 nrilBon in 
shares of fated c o mp a nies . mainly on the B-diaies Used on the Shenzhen 
and Shanghai Stock Exchanges in China and die H -shares and red chip 
shares fared on the Hong Kong Stock Exchange. 

In line with die long-held investment m aa rgra of the Group. wWfe seeking 
new Investment opportunities, we keep cm cxfd u rtn g profit-making 
opportunities through assets reafizattore In 1997, the Greup has again 
achieved good remits fat capital activities. The Group successfully disposed 
of its investment interests in the Zhangzboo and Luontci sections of Naoonal 
Highway No. 324 and rea liz ed a profit of a pp rox imat ely 1556.6 ntidfan. 
Sru* 1996. the Group had already disposed of four Investments which 
g enerate d s a riuftr . in r y profits. 

The year 1998 b foD of opportunities and challenges Though the crDtjctatc 
fundamentals of mahrianrl China and Hong Rung remain favourable, the 
adveoe impact of tbc Asian financial tunnoll an Hong Kong and mainland 
China would subtis for some time. The pace of economic devdo pm eta in 
China wffl slow dawn to a certain extent Fortunately, the toweri n g of 
interest rates by the People's Bank of China in early 1998 wffl create new 
impetus tor the growth of the Chinese economy. It b beUcvcd ihai farther 
development of tire Orfncse economy will haw a pasdive influence on the 
fare recovery of the Hong Kang economy. 

The Group a m cully po ss esses a crmsdetable in of funds through the 
realization of assets. The current policy of banks tightening their aedfts 
opens us to a wider ch oic e of in varment opportunities, in die corrang year, 
wr will COTdnuc our efibns in exploring tnrcemenl opportunities which arc 
low nsls and stable to return. In sddUon, we will s tre ng then our role in 
m on it o rin g our investments to yield better returns to the Group. 

By Order of the Bond 
Ehmbexb Kn-Tee Kwr 
Confront Seurtaty 

Hong Kona M May 1998 
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Hang Kong prate tax b provided at Iti9»% «T99Cr W.W) on tbc e e a rmr d 
obbUc prate far the year. Overseas tixsOnr b pvovklrd a vanom rsaa 
pre va& ng in the nrievaa S m b dtokra 

No povnion far deferred eucokai bs been re cn gutml m the financed 
w a r on erasssihcaipoua favotexl h Eregufican l 

The eakrdotfan of e aml nspi per sbue a hard on the prafa for tbc year of 
L6Sll.il.U3l 1 1 » U5S7.WI.H16l and 9U«U»0 ordinary dorrs I |99tc 
ankmy dares) « bur dnnng tbc vesr. 

The calculation of the M on a value per share n bused on ihe res assess of 
USSltBJhl J3D 1199b ISSlBMJreWi and rKAObJU ortfaury stems fl99te 
*rl3awxn areknarv stars) of USS0.1D each in blue. 


An merlin dividend of USW MS per d a re was pakl m cash o durehuhSets 
on 26 September. 1997. 

The Baud rf Dbcaon ha resolved tn recommend at the forth c om in g 
Annual General Meeting io be held on Monday. 29 June 1998 die pa yme ia 
of a final dividend oT US50.045 ijpprratinuriy HKSo^S) per share This 
final dividend, if approved. wiU be pakl on 18 July. W98 m cadi to 
shareholders whose names appear on the Begbaer of Members on 29 June 
1996. Total dividend for the year la USSOOto per dare. 
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The Governor and Company of the 

BAKU OF SCO TLAN D 

tCananaMlbji Art efOw Sant ParimatkUui ISSSf 

U.S.$250,000,000 

Undated Floating Rate Primary Capital Notes 

Notice is hereby given mat the Rate of Interest has been fixed 
of 6.00 p.c. ana that the interest payable on the relevant 
Interest Payment Dote, November 20, 1998 against coupon 
No. 26 in respetfofU.S.$] 0,000 nominal of the Notes wfflbe 
U.S.S3Q6.67 and in respect of U.S.S250.000 nominal of the 
Note wifi be U.S.$7.666.67. ^ 


MeyX, ltt,lada 

yPfa^MA{C»prrate*gBny4TwtAgrtfaJr 
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